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Granada raises
takeover bid for
Forte by £500m
UK leisure company Granada raised its hostile
takeover bid for hotel and restaurant group Forte
by £500m to £3.74bn ($5.75bn), increasing its

chances of winning the fight ‘This is the knockout
blow," Granada chief executive Gerry Robinson
said as he unveiled a package that included a spe-
cial dividend of 47p to be paid out of Forte's

reserves. Page 13; Lex, Page 12

Man killed In Sarajevo attack: A man was
killed and several wounded when a rocket-propelled

grenade was fired into a Sarajevo tram. It was the
first killing since Mato peacekeepers were deployed
in the Bosnian capital three weeks ago. Meanwhile
US President Bill Clinton confirmed he would visit

American troops in Bosnia for three days from Fri-

day. BUdt *working on a shoestring1

. Page 2

Deal reached on HK port: China and Britain

agreed a long-delayed expansion of Hong Kong’s
container port Foreign secretary Malcolm Rifidnd

said the two countries had made “significant prog-

ress" on the territory's future. Page 12; China's
U-turn, Page 5

Taiwan opts for coal-fired plants: Taiwan
plans to build three coal-fired thermal power plants

at a projected cost of T$540bn ($20bn) to meet a rap-

idly rising demand for electricity. The move comes
amid fierce opposition to new nuclear power plants.

Page 12; Japan reviews nuclear strategy, Page 5

Walesa plans return to his old trade
Poland's former presi-

dent Lech Walesa (left)

has decided to go back to

his roots and apply for

his old job as an electri-

cian Id the Gdansk ship-

yard. Mr Walesa took his

defeat In last month's
presidential elections

badly. He vacated the
new presidential palace
in Warsaw, flew to

Gdansk and refused to

attend the inauguration of his successor, Alexander
Kwasniewski. Page 12

Turkish businessman fdlled: One ofTurkey's
wealthiest businessmen, Ozdemir Sabanci, was shot

dead by a gunman who penetrated tight security at

his company's Istanbul headquarters. Page 3

Compagnie G6n6rale des Eaux, the French
utilities and communications group, is to sell its

two bottled water distribution companies in the US
to Japanese beverage manufacturer, Suntory, for

$29Qm. Page 13

Boeing seals $4bn order: Malaysia Airlines

confirmed it was buying 25 Boeing aircraft in a
S4bn deal, with the order for engines split between
Rolls-Royce of the UK and Pratt & Whitney of the

US. Page 4; Lex, Page 12

ABB, the Swiss-Swedish electrical engineering

group won a $470m order to build Italy's first plant

producing electrical power from ofl refinery resi-

dues. Page 4; Woven into the fabric. Page n
Minister's admission owar Japan scandal:
A junior Japanese government minister admitted

be bad received money from a property company
deeply in debt to some of Japan’s troubled housing
loan companies. Page 5

Crucial phase for IIS budget talks: Budget
talks between US President Bill Clinton and Con-
gressional Republicans were at a crucial phase with
both sides saying they expected the talks to succeed

or fail, but to do so quickly. Page 6

House of Fraser, the UK department store

operator, warned that annual profits would be well

below expectations due to the warm autumn
weather and sale of surplus stocks. Page 17
and Lex

Sweden cuts Interest rote: Sweden's central

bank cut its key interest rate by a quarter of a per-

centage point to 8.66 per cent It was the first reduc-

tion in nearly two years. Page 3

International Paper, the world’s largest paper
company, achieved record earnings in 1995, but the

US group said recent weakness in its markets was
likely to continue into the early part of this year.

Page 13, Easo upbeat. Page 14

US begins recovery from blizzards: The
north-eastern US began recovering from the worst
snowstorm in decades which killed at least 4S peo-

ple. Page 6

Vogel convicted: Wolfgang Vogel, the East
Berlin lawyer famous for organising cold war spy
swaps, was convicted in Germany of extorting

money from would-be East German emigrants.
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Bonn faces rising unemployment,

German jobs gloom deepens
By Pater Norman In Bonn

The gloom surrounding the
German economy deepened yes-

terday with news of a big rise In

unemployment, weak industrial

orders, mounting insolvencies
and a sharp downward revision

in the growth forecast of a lead-

ing economic research institute.

The data helped depress the
D-Mark against leading curren-
cies including the dollar, which
closed in London at DMl.4432, up
from DML44Q3 the day before. By
contrast, Germany's Dax equity
index rose 1471 to a record high
of 2,351.47 on hopes of lower
Interest rates.

The day began badly for Chan-
cellor Helmut Kohl’s coalition
government when the federal
labour office reported from Nur-
emberg that unemployment,
unadjusted for seasonal factors,

had jumped by 211,800 last month
to 3.79m or just under 10 per cent
of the labour force.

Soon afterwards, the Berlin-

based German Institute for Eco-

nomic Research (DIW) revised

down its growth forecast for this

year from 2 per cent to 1 per cent
This is the gloomiest 1996 growth
forecast so far published in Ger-

many, undercutting the forecast

of 1.75 per cent from the Munich-
based Ifo institute and a predic-

tion of 2 per cent growth made by
Mr Gllnter Rexrodt, economics
minister, on Sunday.
Yesterday’s bleak economic

data increased pressure on the

Bonn government to produce a
convincing packrage of measures
to boost employment by January

30, when the cabinet Is due to

approve the official economic
report and forecasts for 1996.

The opposition Social Demo-
cratic party yesterday demanded
more training, research and
development, and reform of the

tax ami benefits system to make
labour cheaper.

Mr Guido Westerwelle, general

secretary of the Free Democrat
party which is part of the Boon
coalition, urged “concrete tax
cuts’* government spending

cuts to strengthen small and
medium sized businesses.

The DIW, which has a Keynes-
ian approach to economic analy-
sis, called on the Bundesbank to

cut short-term interest rates
sharply to boost living standards
and jobs. It also told the govern-
ment to allow Tiighw deficits'and
urged the 1G Metall union to

renegotiate the generous pay and
conditions agreed for the metal-

working industry year.
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Although bad weather accoun-
ted for much of the jobless rise,

the December figures represented

a serious blow to the credibility

of government eeo^emtitt policy.

The seasonally, adjusted jobless

total, at 3.79m, was as high as the
unadjusted “headline” figure.

The adjusted jobless Increase of

6&000 in December was well up

on November's 45,000 rise and
September's 15,000 increase.
More damaging still, Decem-

ber's Jobless total was a record
for the month and 23LOOO up on
that of December 1994 Early last

year, Mr Rexrodt forecast that
unemployment would fall by
300,000 in 1995.

Mr Bernhard Jagoda, the
labour office president, warned
that the outlook for 1996 was
bleak and that the jobless total

would not fall this year.

nhemployment in eastern Ger-

many continued to be sharply
higher than the national average,

jumping to 14J3 per cent last

month from 14 per cent in
November. In western Germany
the jobless rate rose to 8.7 per
cent from &2 per cent against a
rise to 94 per cent from 9.3 per
cent nationwide.
Order and insolvency figures

yesterday added to the gloom.
Manufacturing industry’s coders

increased in real and seasonally

adjusted terms by l per cent
between October and November,

Germany

Tetri uwrnptoyrtwnt !‘‘

K of labour force, unsegustad

Source Cteritetn

. but only because ofa bunching of

big orders In eastern Germany.
Pan-German orders for October
and November were down 2 per
cent on the preceding two
months and 3-8 per cent lower
than the year before.

Insolvencies in October totalled

2^50, up 1LS per cent on Septem-
ber, and are expected to reach a
record 28,000 in 1995.

Chechen rebels

threaten to burn
Russian town
By John Thomldfl In Moscow

Chechen rebel leaders last night

threatened to turn a southern
Russian town into a “burning
hell” if Moscow attempted an
attack to free hundreds of civil-

ians held hostage In a hospital.

Russian media reports, which
could not he independently con-

firmed, suggested that at least 16

people. Including five civilians,

had been killed in an earlier

clash between Russian troops

and the rebels at Kizlyar in the

southern region of Dagestan.
President Boris Yeltsin lashed

out at his ministers for failing to

prevent the separatists' attack,

and promised that “decisive

action" would be taken to resolve

the crisis.

In a separate sign that the
Kremlin may be preparing to
adopt more hardline policies, Mr
Yeltsin appointed Mr Yevgeny
Primakov, Russia's chief spymas-
ter, to the vacant post of foreign

minister.

As a former academic and Mid-

dle East specialist, Mr Primakov
was an eloquent advocate of
Soviet foreign policy goals In the

Brezhnev era and is widely
expected to pursue a more asser-

tive and nationalist policy.

Russia's security forces in the

Caucasus were apparently wrong-
footed yesterday when several

hundred Chechen fighters Infil-

trated Kizlyar, which is 70 miles

north-east of the Chechen capital

of Grozny.
Russian media reports said the

rebels had herded civilians at

gunpoint into a central hospital

and maternity home. Foreign
reporters were prevented by the
military from travelling to the

site of the hostage incident
Russian news agencies

reported that fierce shooting
broke out last night as Russian
troops swarmed into the town.
Earlier, talks between the Rus-
sian forces and the rebels broke
down after their demands for

Moscow's recognition of an inde-

pendent Chechnya were rejected.

Mr Salman Raduyev, who led

the raid by a Chechen group call-

ing itself the “Lone WoIT. threat-

ened to kill the hostages unless

Russian forces pulled out erf the

breakaway republic.

He insisted his forces had not
planned “a terrorist act", but the

“military operation just went in

another direction". Mr Raduyev
is the son-in-law of Mr Dzhokhar
Dudayev, the former Chechen
president who declared indepen-

dence from Moscow in 1991.

There were conflicting reports

of the number of hostages taken

Continueds on Page 12

Primakov profile. Page 2

Murdoch
bids $2bn
for rights

to screen

Olympics
By Raymond Snoddy hi London

A consortium, backed by Mr
Rupert Murdoch's News Corpora-

tion Has submitted a bid worth
more thap $2bn for the European
broadcasting rights for the win-

ter and summer Olympics
between. 2000 and 2008.

It Is the fiercest challenge yet

to the European Broadcasting
Union, which negotiates collec-

tively on behalf of Europe’s pub-

lic service broadcasters such as

the BBC for broadcast sports

rights. Until now the union has
always won the contract.

The offer mirrors a bid by
NBC. the US network, for the US
rights to future Olympic Gamas
and is a further example of the

intensifying international battle

for television rights to big events

such as the Olympics.
Mr Francois Carrard, director-

general of the Lausanne-based
International Olympic Commit-
tee, which owns the rights, said:

“2 can confirm we have received

an offer from News Corporation

and it is a serious bid." He
declined to discuss numbers
because negotiations had already

begun for the Sydney Olympics
in 2000 and the Winter Olympics
in Salt Lake City in 2002.

Hie hid, delivered to the IOC
on Monday, was signed by Mr
Sam (Thiahnlm, who is in charge
of all News Corporation Televi-

sion interests outside the US, as
well as being chief executive of

British Sky Broadcasting, the UK
satellite venture.

Other continental European
broadcasters are believed to be
involved in file consortium. Its

aim would be to show the Olym-
pia on a mixture of subscription

channels and terrestrial televi-

sion networks.
Mr Richard Bunn, controller of

sports rights at the Geneva-based
EBU, said last night “ We expect

to continue our good relationship

with the IOC.” He said Mr Mur-
doch was <mly interested in cash
and “sport as a money business."

The EBU members concentrated
on providing quality professional

coverage and making television

sport available to everyone.
The EBU paid $240m for the

European broadcasting rights to

Continued on Page 12

Former Italian prime minister
Giulio Andreotti, right, confers
with lawyer Odoanto Ascari dur-

ing his trial an charges ofhaving
Mafia links. The trial gtarted in
Palermo but yesterday’s hearing
took place in Padua for security

reasons, because of the appear-
ance as a prosecution witness of
Mafia turncoat Tommaso Bus-
cetta. Report, Page 2

Rhone-Poulenc drops profit

forecast after French strike
By David Buchan in Paris

Rhdne-Poulenc, the French
chemicals and drugs group, yes-

terday warned that Its 1995 prof-

its would be lower than it hoped
because of last month's French
rati strike and a government
levy.

In what may be the first of
similar announcements by other
French companies after Decem-
ber’s public sector chaos, Rhfrae-

Poulenc said “first indications of

business activity in the fourth
quarter" of last year had led to

“lower results than we bad
expected".

The group also cited the slow-

down in the French and other
European economies since Sep-
tember as another reason to

downgrade its 1995 forecast,

which at the start of last year
was for double-digit growth. The
group’s net profits for 1994 wore
FFrl52bn (£2S0m) on turnover of
FEr06.3bn.

Its majority-owned US pharma-

Euopean Nan 2J tat — -
w» i*wi riem « riw
AschPaotc Ness S Leader Page

AmafcanNars 6 iters

World Trads Npb 4 Ctem __

UK Now— BujrwsSE

© THE FINANCIAL TIMES LIMITED 1996 No 32,378 Week No 2

ceuticals subsidiary. Rhbne-Poul-
esc Rarer, said that its full year
results on January 29 would be
hit by a levy imposed by the
French government on French
pharmaceuticals groups.
The first quarter of 1995 was

good enough to posh profits for
the first nine months of last year
71 per cent higher than in the
same period of 1994, even though

this tailed off in the third quar-
to, when net profits were 17 per
cent lower than a year earlier.

Nearly a quarter of Rhone-
Poulenc's business is domestic,
and about a third of its products
normally move by rail Two of its

chemical plants had to shot las*

month for lack of raw materials,
while the strike also hit deliv-

eries of finished products.
Other factors affecting the 1995

results, due to be announced on
January 31, were a lacklustre per-
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NEWS: EUROPE

Public sector deficit more than 3% ofGDP last year, says Waigel

Germany ‘failed Maastricht test’
By Judy Dempsey In Wkfbad Kreutti

Mr Theo Waigel, the German finance

minister, yesterday said Germany failed

last year to meet the Maastricht treaty

criterion for reducing the public sector
deficit to below 3 per cent of GDP. But
he insisted the criterion would be met
this year despite growing unemploy-
ment and lower than originally forecast
economic growth.
"We were over 3 per cent for last

year" said. Mr WaigeL He was speaking
alter holding a closed session with dep-

uties of the Christian Social Union
(CSU), Chancellor Helmut Kohl's Bavar-
ian sister party, during its annual meet-
ing in the mountain resort of Wildbad
Kreuth in Bavaria.

Hie CSU leader’s remarks challenged

estimates published earlier this week
by the Cologne-based Institute of the

German economy (IW) which bad confi-

dently predicted that Germany's public

sector deficit for 1995 would amount to

2.9 per cent of GDP.
Mr Alexandre Lamfalussy. president

of the European Monetary Institute, the

forerunner to the European central
bank, yesterday said he was surprised

at Mr Waigel's announcement. “It just

shows that anything can happen. But
we will have to wait and see what will

happen in two years' time ." he said

before addressing the CSU-
Mr Waigel blamed low economic

growth for Germany falling short of the

Maastricht criterion. But be also

blamed the states and municipalities, as
wen as the deficit of the social security

network.

Mr Waigel’s comments were a veiled

attack on the opposition Soda] Demo-
crats, who are in power in the majority
of the 16 states and in the large cities

and towns. He insisted that the govern-

ment this year would attempt to impose
a moratorium cm higher spending pro-

jects among the states and also apply
pressure on than to hive off some of

the public sector - for example water,
garbage collection and energy - to the
private sector.

Despite Germany's failure to meet the

Maastricht budget criterion last year.
Mr Waigel said it and other countries

would have time to fulfil it this year

and next - "the deciding years".

Mr Waigel's comments coincide with

growing concern in the government
about rising unemployment This could

put a brake on economic growth for the
coming year and possibly make it even
mare difficult fin* the government to

keep the budget deficit within the
Maastricht criterion.

Mr Waigel admitted unemployment
was the biggest chahmpi faring the
government. But he added that eco-

nomic and monetary union was all the
more important, especially for Ger-
many. Without it, he said, the country
would have to endure currency instabil-

ity which would be a disadvantage fir

its exports and investment It would
also affect unemployment levels.

Old foe of west is new
Russian foreign minister
By John Thornhill in Moscow
and Bruce Clark rn London

President Boris Yeltsin
yesterday startled the diplo-

matic world by appointing as

foreign minister Mr Yevgeny
Primakov, Moscow’s chief spy-

master and an old friend of

some of the more radical
regimes of the Middle East
"This is a dramatic sign of

an anti-western turn in Rus-
sian policy," said Mr Peter
Rodman, a former senior US
official

A sophisticated foreign

affairs analyst who is openly
sceptical of western intentions

towards Russia. Mr Primakov
has been head of the external

intelligence service (SVR in
Russian! since it was spun off

from the Soviet KGB in 199L
Under Mr Primakov, an Ara-

bic speaker who honed his

skills as a correspondent for

Pravda newspaper and director

of the prestigious IMEMO
think-tank, the SVR has never
pretended to see relations with
the west as anything but
adversarial.

The SVR has complained

loudly about the activities of

western intelligence services in

the former Soviet Union - and
to judge by the steady trickle

of Russian diplomats who have
been expelled from western
capitals since the Soviet col-

lapse. the feeling of suspicion

is entirely mutual
Mr Primakov’s international

profile reached its height
before and during the 1991 Gulf
war, when he conducted a hec-

tic round of meetings with
Iraqi President Saddam Hus-
sein aimed at pre-empting
western military action against

Baghdad.
While he favours co-opera-

tion with the west over such
issues as crime and non-prolif-

eration, Mr Primakov said last

month that Russia's security
services should aim to "pre-

vent the creation of a unipolar
world" - a thinly veiled call to

stop the US consolidating its

position as tbe sole super-
power.
The occasion on which he

was speaking - the 75th anni-

versary- of the creation of the

Soviet intelligence service -

was itself a reminder that the

SVR takes considerable pride

in its role as joint heir to the

KGB. Mr Primakov's appoint-

ment would appear to be at
odds with Mr Yeltsin’s reassur-

ance that there would be no
radical change of foreign policy

following Mr Kozyrev’s depar-

ture.

His appointment is certainly

likely to delight Russian
nationalists who have con-

demned foreign policy for

being too pro-western.

The SVR has given high pri-

ority to establishing a de facto

sphere of Russian influence in

the Commonwealth of Indepen-

dent States - and to judge by a
series of visits paid by Mr Pri-

makov to former Warsaw Pact
countries last autumn, it may
be trying to revive some long-

standing connections in east-

ern Europe.
Mr Primakov is a relentless

critic of Nato's plan to enlarge
eastwards, and he was
rumoured to have opposed
Russia's return to military
co-operation with Nato last

summer.
In a profile of Mr Primakov

last year, the weekly Moscow

Yevgeny Primakov: openly sceptical of western intentions

News, which is well informed
cm Russian foreign policy, por-

trayed him as a born survivor

who had transformed himself
masterfully to meet the politi-

cal needs of the time.

“A loyal careerist at first, a

moderate centrist under Brezh-

nev, a liberal under Gorba-
chev. a fierce politician of the

conservative wing under Yelt-

sin - these are the stages in

the political evolution of Yev-
geny Primakov,” it said.

‘working on a shoestring’ in Bosnia
By Lionel Barber in Brussels

Mr Carl Bildt. the civilian

coordinator in Bosnia, yester-

day rejected charges that he
bad made a sluggish start, say-

ing he was running a shoe-

string operation in Sarajevo, a
city more divided than Berlin

during the cold war.

Mr Bildt said money short-

ages were so severe that, a
week ago, that be was forced to

withdraw DM300.000 (5208.000)

from an EU account In a Brus-

sels bank, stuff it in a suitcase,

and carry it to Sarajevo to pay
for telephone lines, interpret-

ers. and car drivers.

“We have to operate on a
cash basis," Mr Bildt, a former

Swedish prime minister, said

in Brussels yesterday. “The
D-Mark is tbe currency in that

part of the world."

Yesterday brought some
relief for Mr Bildt as the Euro-

pean Parliament approved dis-

bursement of Ecul2.5m

($15An) in aid for his opera-

tion, an ad hoc creation whose
task is to co-ordinate with the

Nato peace implementation
force (ifor).

Its other job is to exercise

political control over economic
reconstruction and reconcilia-

tion In Bosnia, including the
supervision of elections via a
US-led delegation from the
Organisation for Security and
Co-operation in Europe.
Mr Bildt underlined the scale

of the challenge in Bosnia with
a warning that Serb threats to
stage a mass exodus from an
"extremely tense" Sarajevo
could wreck the Dayton-Paris

peace accords. “If [Serbs and
Moslems] don’t see they can
live together in the capital,

then of course there is a great

question mark over the future

of the country itself."

Mr Bildt stressed that it was
up to the former warring par-

ties - Bosnian Moslems. Serbs

and Croats - to make peace

rather than relying on Nato or
the EU to impose a settlement
In his own defence. Mr BOdt

said he was patting together

ah operation from scratch, hav-
ing been barred from taking
over existing UN facilities,

including office space and tele-

phone lines. The US insisted

that the civilian peace imple-

mentation effort make a cfow
break with the UN peacekeep-
ing mission (Unprofor), though
Mr Bildt pointed out that

Nato's Ifor operation had not
proved so squeamish.
Admiral Leighton Smith, Ifor

commander, was sitting in the
old office of General Rupert
Smith, tbe British commander
of Unprofor in Bosnia, he said.

Mr Bildt said he had paid

DM45.000 for five telephone
lines, and had to negotiate "for

every telephone line and every
square metre of office space".

Only the EU, tbe European
Parliament, and the European
Commission had come forward

Mr Mate Granic, foreign minister of Croatia, is today due to
meet President Slobodan Milosevic of Serbia in what is the

highest ranking visit by a Croatian official since war broke oat
In 1991, writes Laura Silber in Belgrade.

His trip1comes after the UN Security Council condemned Croa-
tia for human rights abuses against its Serb citizens. Since
Croatia last August crushed its rebel Serb state in the Krajina,

the Security Council said Serbs hadhem the victims of atrocities

and murders. It urged Zagreb to abandon, not just suspend, laws
making the return of Serb property conditional.

The blitzkrieg forced the exodus of some 1S0J)00 Serbs, whose
"rights to return in safety and dignity are being severely cur-

tailed", said tbe Security Council. The UN also called on Zagreb
to band over six Croats to The Hague war crimes tribunaL One
of the suspects was promoted to a senior position in the Croatian
army after tbe tribunal indicted him.

with funds for his mission,
likely to be around 45 to 80
people in Sarajevo with sup-

port staff in Brussels.

Mr Bildt also expressed con-

cern about the slow provision

of police officers to monitor the

peace. Around 1,700 were
needed, but fewer than 100 bad
arrived in Bosnia - despite

worrying incidents such as the

recent abduction of 16 Moslem
civilians by Bosnian Serbs.

• AP adds from Sarajevo: A
rocket-propelled grenade hit a
Sarajevo streetcar yesterday,
killing a man. The attack
occured shortly before 6pm, as
the tram was travelling on the
main boulevard- It was the
most serious incident since the

October 12 ceasefire.

Dini call

to avoid

power
vacuum
By Andrew FBI fai Milan

Mr Lambert© Dini, the Italian

prime minister, last night
urged the Italian parliament

not to plunge tbe country into

a government crisis.

Opening the debate <m the

future of Us technocratic.gov-

ernment, Mr Dini said he
hoped the lower bouse of par-

liament would decide not to

Open a period of "uncertainty
and power vacuum", at a
moment when Italy had just

taken over the presidency of
the European Union.

"The urgency of the ques-
tions to be confronted, the
duties arising from them, and,
with regard to Europe,
Tigtinnai dignity” demanded a
clear and wise decision.

Mr Dini. appointed a year
ago, presented his govern-
ment's resignation at the end
of last month, but President

Oscar Luigi Scaifaro said it

was up to the parliament to

decide what to do next
Bight-wing parties, which

have barely tolerated Mr
Dini’s government, are pub-
licly pressing for early elec-

tions, although it was not
clear ahead of yesterday's
speech whether they would be
prepared to taring tin govern-
ment down.
After outlining the legisla-

tive and economic achieve-
ments of Ms government, Mr
Dini said there were two
options available to the parlia-

ment, other ftaw deciding on
early elections.

They were the formation of
anew government to carry out
institutional reforms over a
long period, or the support of
a short-term government to

ensure a stable six-month EU

Above all, Mr Dint said, it

was up to parliament to decide
whether there was sufficient

political will to carry out con-
stitutional refinm. . .

The prime minister drew
hoots of derision from his
opponents when he claimed
that his government had never
thought of outlasting its lim-

ited mandate. He pointed out
the government had sev-

eral tfmew risked its survival

by seeking a vote of confi-

dence to push through vital

legislation, such as the Mil for

the 1996 budget -

It has long been dear that

Mr Dini wants to prolong his

mandate for at lent the first

six months of 1996.

The main political groupings
suggested earlier yesterday
that they would deckle how to

proceed only after hearing
what tiie prime minister had
to say. Their, position is so
confused as to make it difficult

to predict the outcome.
Mr Gianfranco Fini, the

leader of the right-wing
National Alliance, warned
before the speech that his

party would aim to open a
government crisis. By con-
trast, the centre-left coalition

wants to avoid such a crisis

and guarantee the continuity
of the government during
Italy's EU presidency.

The debate is likely to ran
until tomorrow.

Wooing voters by telling the bad news first
Spain’s opposition leader Aznar promises years of

;

-

austerity and self-discipline, writes David White -

S
everal years of austerity

and self-discipline would
seem a dour offering for

an opposition leader to make
to voters for his party's first

ever stint in national govern-

ment. But Mr Jos£ Maria
Aznar. the 42-year-old leader of

Spain s centre-right, is ada-

mant.
“What I ask of you is this: do

not doubt the determination of
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the Popular party.” he says.

Mr Aznar. in London yester-

day for talks with Mir John
Major, the prime minister, and
other UK mi ulsters, left no
doubt about what he saw as

bis first and most important
job - to tackle the budget defi-

cit

He made clear in an inter-

view that cuts in income tax

rates promised by his party as

part of a far-reaching fiscal

reform would have to come
later.

The PP has proposed reduc-

ing the top marginal rate of tax
from 56 per cent to 40 per cent,

but Mr Aznar is now more cau-

tious about the pledge. "I am
not going to preach tax reduc-

tions before getting results in

the fight against the public def-

icit." he says.

The next eight weeks, in the

run-up to general elections on
March 3, are make-or-break for

Mr Aznar. in his third bid for

the premiership. He is tipped

to beat Mr Felipe Gonzalez's
Socialists to bring Spain’s first

change of government since
1982. The question is whether
tbe PP can win enough seats to

govern comfortably on its crwn

and enforce its economic objec-

tives.

One of the Socialists' main
tactics is to question whether

Mr Aznar. a methodical former

tax inspector, is a convincing
enough leader to do it.

Mr Aznar has prepared a

confident pitch: "I am going to

bet you that we are going to

win by a majority." He knows

that the financial markets,
already warming to the pros-

pect of a change of govern-
ment. are likely to punish a
new administration if it does
not take early measures to

prove its seriousness about
meeting the economic conver-

gence targets for the European
stogie currency-

"Spanish and international

opinion have to see from tbe

start of Day One that decisions

are being taken." he says.

Might he not run straight

into the kind of turmoil seen in

opposition to the administra-

tion of President Jacques Chi-
rac in France?
Mr Aznar’s ready-made

answer betrays just how
unsettling the French prece-

dent has been for the PP. The
two countries are very differ-

ent. he Insists. Spain does not

have the problems France has
in coming to terms with a
united Germany; and there is

no “civil war" between differ-

ent centre-right factious.

Moreover, the Chirac govern-
ment ignored two rules, he
says: “A government has to act

very rapidly, and a govern-
ment has to speak and explain
things.” He apparently does
not think Mr Chirac and bis

prime minister, Mr Alain
Juppe, did either.

If tbe PP wins, Mr Aznar will

seek a tripartite deal with
unions and employers to mod-
erate wage increases - a pact

Spain last had 10 years ago.

Spain cannot allow itself to

become detached from the eco-

Jos£ Marfa Aznar; tackling budget deficit comes first

nomic aims of the EU main-
stream. he says. Assuming that

the EU single currency goes
ahead in 1999. he insists: “I
want Spain to be there” - even
though Spain currently meets
none of the criteria to qualify

fer joining.

'The message has to be
extremely clear on the budget,

and or. the public sector defi-

cit. I believe this is the essen-

tial message of stability. This
is what will relieve pressure on
interest rates, allow for a

reduction in the debt burden.

and provide security with
respect to Inflation."

tt will require "a very rigor-

ous, very orthodox policy" over
the next years, with savings
coming from reform of the
bureaucracy and the national-

ised sector. What he is looking
for in March is a clear parlia-

mentary majority to push this

through and to engender the
confidence needed to “com-
plete the liberalisation of the
economy".

"If we are not capable of car-

rying out this operation, then

we cannot reduce our unem-
ployment rate, and that is oar
great priority," he adds. Unem-
ployment in Spain is 23 per
cent, and joblessness among
the young is as high as 40 per
cent he says.

Mr Aznar promises deregu-
lation in services, telecommu-
nications and transport But be
is much mare cautious about
further deregulation of the
labour market os about touch-

ing the state pension system,
which he maintains is “tolera-

ble".

While he plans an "inten-

sive" programme of privatisa-

tion. he does not spell out
which new -parts of the state

sector might be sold. A PP gov-
ernment would privatise "all

we can" - but would want to

keep certain "strategic” compa-
nies in state hands. This would
include not only defence com-
panies but also the mining' sec-

tor, on "social" grounds.

Mr Aznar is not making job

promises -.13 years ago Mr
Gonzalez somewhat unwisely
promised to create 600,000 -

taut wants to increase the pro-

portion with stable jobs rather

than temporary contracts. In
the civil service, the number of

posts and institutions would be
reduced.

“I want a smaller govern-
ment." be says, but with, a new
budget office to curb spending,

directly under his control fa

the prime minister's office.

The PP austerity pro-

gramme, he admits, could last

several years. "It is possible

that when we get to 1999 we
will be out of breath." he says.

But he adds: "Even if there

was not the deadline of 1996,

we would need to do it"

European news Digest

Andreotti faces

Mafia accuser
Mr Quito Andreotti, seven fluies Italy's prime minister,

yesterday came fece to facelor tbe first time with the informer

who has accused him.of having links witii the Mafia.

iUIUUiCUSU DUaLTiita, ri ‘V1 jiuujCT -

session of the Andreotti. trial that he could have exposed the

ex-premier 10 years ago far Mafia links hut was afraid his

evidence would be ridfculad and discredited.

Buscetta’-s testimony - a key part of the prosecution case -

opened a special sesskm of the trial in Padua, northern Italy.

Buscetta is at top. ofa Sicilian Mafia death list and many
members of his family hdve been killed in attempts to

dissuade him freon giving evidence.

Although present at yesterday’s session, Mr Andrtotti, who
is protesting his is not required to answer

questions at this stage.

During a pause fa the trial, Mr Andreotti told journalists

there was "nothing new" in Buscetta’s evidence. Mr
Aodreotti’s lawyers riafrn Buscetta changed his story to

came to the US to question him. Andrew Hill, Mtkm

Lithuania’s bank chief may quit
Mr Kazys Ratkevicms, tbe governor ctf Lithuania’s central

bank, offered to resign yesterday over a banking crisis that

has jflifliren the Raltie state’s fragile market economy.

But the government, which is struggling to restore

confidence in Lithuania’s ffwwnraai markets, refused to accept

Mr Ratkevlcdus’s resignation until a suitable replacement

could be found. Mr Ratkevidus sparked controversy last

mnnMi by suspending the operations of two of Lithuania’s

biggest financial institutions. Innovation Bank and Litimpehs

bank, amid fears about their solvency.

The dispute escalated when it emerged that Mr Adolfas

Slezevicius, the prime minister, had withdrawn $30,000 fa

personal savings from Innovation Banktwo days before Its

suspension. John Thornhill, Moscow

Bayer faces Ecnlin Brussels fine
Bayer, ihe German pharmaceutical company, is expected to be
fined more than Ekmlm(9L2mj fa an anti-trust decision to be

approved by European commlssicsiers today.
- The offence stonsfrom Bayer's alleged refusal to sell

Abalate, a cardiovascular-drug, to wholesalers distributing it

in France, Spain and the UK Commission officials said the

German company's move appeared aimed at stoppingFrench
and Spanish businesses re-exporting the drug, particularly to

the higher-priced UK market.
Ocannfisrian /iffifiah .ww lost night debating how high to

set the fine. It was likely to range between Eculm and Ecu5m,
according to an official familiar with the case. The
Commission postptaied a decision at its last meeting in
December afterBayerfiledifadnnaticm about patents in the
UK ’Ihe latest information is Bkely to reduce the earlier
piannwi fim» though not reverse the actual decision Lionel
Barber, Brussels

Swiss companies look abroad
Swiss companies invested a record SFrlS.tbn ($l3bn) abroad in

1994, continuing a recart trend to shift research, development
and production bases to less .expensive and more creative

locations than Switzerland.

Thespending was 16per cent higher than in 1983 and raised

the accumulated, external investment by Swiss companies to

SFrl4&2bn at the mid ctf 1994, according to the Swiss National
Bank. A third of external investments in 1994 went to the US,
especially fa the health products sectors. Roche spent $5.3bn

to take over,a US pharmaceuticals group. Syntax, and Sandaz
. spent $3.7bR:io acquire* Gerber products by Sandoz.

Not all ofthe ftmdfag for these deals rathe
-

from Switzerland.

The Swiss pharmaceuticals groups have also formed alliances

with several US research institutes and biotechnology start-op

.companies. Switzerland's- total net foreign assets, which also

fadude bands and securities, totalled SFr36lbn at file end of

1994. .roughly equivalent to one year's GDP. The bank
.estimated that these assets may have risen to around

: SFr370bn fa 1995. • Ian Badger, Zurich

Germany may merge coal mines
The German government is considering proposals to fuse the
country's two biggest coalmining companies, Ruhrkohle and
the stateowned Saarfaergwerke, as part of an effort to

streamlineproduction, of coal which already costs DM200
($138) a tonne more than imparted coal, according to

government officials and industry executives.

Such a decision would be politically contentious because of
the thousands ofjobs dependent on coal in the Ruhr region

and fa the south-western Saarland, both already depressed
areas. However, it would mark a significant step forward in

the government's efforts to privatise, which it bias said is a
political priority.

The merger would breathe new life into talks to find a
fixture fix- the German coal industry.

The Bonn government is committed to paying DM7bn
annually to subsidise coal until 2000, but sums beyond that

date have not been finalised. Midtael Undematm, Botrn

German who. sold freedom fined
Mr Wolfgang Vogel, tbe former communist East German
official who helped more than 280,000 people to escape to the
west, was yesterday given a two-year suspended prison
sentence and fined DM92,000 C$64,000) for blackmailing at least

four of the people he assisted.

A Berlin court also convicted Mr Vogel of perjury and
forgery. Mr Vogel, the commissioner fix- humanitarian matters
in East Germany, had helped West Germany buy the freedom
of about 34,000 political dissidents. He also helped, in exchange
for hard currency payments far East Germany, a further
250000 people to leave-the hardline communist sfatte.

After tiie fall of the Berlin Wall many leading German
politicians spoke out an Mr Vogel’s behalf, saying he had
helped people get out of East Germany. However, during the
14-month trial it emerged that Mr Vogel had blackmailed same
of those wanting to leave and had worked as an informant far
the Stasi, the East German secret police. He faces a farther
trial to establish whether he held an executive position in the
fannerEast German interiorministry. Michael Lmdemarm

Bonn concern at asylum seekers

OinMiy
Aayfcrtwatorv-000

500—

The number of foreigners
seeking political asylum in
Germany was barely changed
last year compared with 1994,

but file interior minister said
the total number of people
applying was stiff too high-

FOreigners applying far

asylum in 29ffi totalled

127.937. barely changed from
1S94 hut stiff down sharply
from 1993 and 1992. "Asylum
figures for 1995 make dear
that the new rules that took
effect on July 1 1993. have
proved themselves," said Mr
Manfred Kanther, the interior
minister. "Despite tiie sham

Sbuok tanta Mmny; ... *:• ^ manta- ofpeople
who apply for asylum every month is stiff too high," he said.

"We must do our utmost to reduce it farther." Former
Yugoslavia remained at the top erf the list of areas from where
asylum seekers arrived fa 1985, fallowed by Turkey,
Afghanistan. Iraq and Sri Lar^pi

Mr Kanther defended roles, now being reviewed by the
Constitutional Court, that let authorities quickly turn back
would-be rdhgees who arrive via third countries or states

Gennany deems to be saffe. Bader, Bonn
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New sell-off fever grips Slovaks
T he Slovak government ei-. ».= . .

te “onth to
WWalaa! priwattobon to tlate rash Oow will be diverted as The aim was to createpublish details nt n lireiaon^tA.fc. 3 lu uc““r

®y John Barham m Ankara

Mr Ozdemir Saband, one of
Turkeys wealthiest business-
men, was shot dead yesterday
by a - lone gunman who pene-
trated tight security at his
company’s headquarters in Ist-
anbul

wJSf shocked the
Turtaai business community.
Mr Sahand’s murder revived
memories of extremist violencem Turkey in the late 1970s.
Although several urban terror-
ist groups claimed respanslbfl-
ity for the killing

, many in the
Istanbul business world believe
the killer was a professional
assassin and that Mr Saband’s
murder may have been related
to his business activities.0“ of his cofleagues said;
Ozdemir. an associate and a

secretary were killed with the
silenced gun in a room next
door to the boardroom where
other members of the family
were in a meeting. If it really
was political, why not kill the
whole family?"
The Sabanci family owns

Turkey’s second largest busi-
ness group, Sabanci holding,
with interests that range from
textiles to haninng and cars.
Mr Sabanci, son of the con-
glomerate’s founder, was a
retiring figure who was consid-

!§§=§
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f£ah won 158 seats in the 550-member
other party

flivrwmiut “ paThameni have said^ Erhaian
> despite speculation that
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0fllerland would enter acaatftioo.
fOTm a F™™***. Mr Demirel is expected to

ered the family's industrial
- mastermind. He set up a joint
venture with Toyota of Japan
to bufld Corolla cars in Turkey.
A $325m automobile plant was

- established near Istanbul in
1990 - the biggest raigfp Japa-
nese investment in Turkey.
The death of Mr Sabanci

immediately led to tightened
security at corporate headquar-
ters all oyer Istanbul, Turkey's
business . capital, where the
fear .of terrorist attacks has
always been strong.
However, gangland killings

of business figures have also
become more common. Last
month. Mr Ismail Yener Kaya,
a financier and candidate in
tile general elections, was
burnt to death in his car. In
November Mr Nesim Maiiri, a

textile magnate and financier
was shot -dead. Yet neither
enjoyed Mr Saband’s stature
in the business world and his
death has further shaken busi-
ness morale, already battered
by the election victory of the
fundamentalist Refiah party in
the December elections.
As news of his death spread

around the .city's business dis-
trict, the corporate world's
already sombre mood deepened
ftuther.

m
One European- banker said:

“Everybody in business is
frightened, stiff of Refah. Now
this assassination only makes
the mood worse. The country
is rudderless, with no direc-
tion. Nobody wants to take any
decisions, markets are dead In
the water."

France outlines

plan to reform
telecom sector

T he Slovak government
is due this month to
publish details of a

promised bond Issue to com-
pensate investors In an aban-
doned mass privatisation pro-
gramme.
About 3.5m Slovaks bought

coupons in 1994 in the hope of
participating in a round of
mass privatisation. But it was
cancelled by prime minister
Vladimir Meciar alter he took
office just over a year ago.
They paid a small sum for

coupons they had hoped to
exchange far shares in SkfiObn
(S2bn) worth of state indus-
tries, such as gas and electric-
ity distribution companies.
Instead, each coupon holder
will get a nominal Sk 10,000
band backed by assets of the
National Property Fund (NPF),
-a state holding company.
The bonds may be used for

such purposes as paying for an
apartment or contributing to a
private pension scheme, and
are likely to be transferable.
The government has yet to
spell out precisely how the
issue will be structured.
The cancellation of the mass

privatisation programme
attracted much criticism, but
this has been damped down by
the generous compensation.
Moreover, those who feared

sell-offs would be abandoned
altogether have been proved
wrong. Adoption of "standard
methods" of privatisation has
quickened the pace, with htm-

Fifti wave of prfvafcaiton.
1991-92
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dreds of sell-offs in the second
half of 1995 at an estimated
book value of $lbn. These
range from small factories to a
39 per cent stake in the petro-
chemical group Slovnaft
Most sales have been made

to management and workers at
the enterprises Involved.
About 65 per cent of gross

domestic product is now gener-

ated by the private sector, and
Slovakia is set to record 6 per
cent growth in 1995, second
highest in east Europe’s emerg-
ing markets after Albania.
Yet the current round of pri-

vatisation fever has attracted
criticism. Some assets have
been sold at knock-down prices
and buyers have 10 years to
pay. The fear is that company

rash flow will be diverted as
dividends to the new owners so
they can meet payments to the
NPF. “The company is paying
for its own acquisition in the
end." said Mr Jean-Christophe
Ganz, manager of ING Rank in
Bratislava.

Another criticism is that if

an enterprise is deemed impor-
tant enough, an ambiguous
law on strategic enterprises
enables the state to retain a
golden share that allows it to
wield influence after the stake
has been sold.

Most contenuously, critics
say assets are sold only to
those deemed loyal to Mr Mec-
iar’s Movement for a Demo-
cratic Slovakia. Scores of com-
pany bosses were replaced last
year by allies of the govern-
ment before the sales.

Mr Eugen Jurzyca of the
Centre for Economic Develop-
ment, a think tank, said he
doubted the wisdom of what he
termed “family-circle privatisa-
tion". Selling companies on the
cheap threw away money that
could be used for social spend-
ing and the relief of bad debts.
It also promoted inequality, he
said, by concentrating poten-
tially valuable assets among a
narrow group who could then
sell them on at great profit
Mr Meciar defends the gov-

ernment’s approach to reduc-
ing state ownership: "Various
lobbies say our methods are
undemocratic. We think they
are necessary and inevitable."

The aim was to create a
native entrepreneurial and
managerial class, which Slo-
vakia lacks. He cancelled the
mass privatisation process
because it could have led to
foreign companies buying up
large parts of Slovak industry.

Economists also play down
the political dimension of pri-
vatisation. For the National
Bank of Slovakia the important
thing was that it was continu-
ing, said Ms Elena Kohutikova,
head of the centra] bank's
monetary policy uni t.

The main disadvantage of
selling state assets to employ-
ees is that it does not introduce
new capital to cash-starved
enterprises. This raises the
question of how the cost of the
bond Issue will be met. The
bonds are due to mature in
2001. requiring the NPF to
have up to Sk35bn available to
pay out. Meantime, there is

interest based on the discount
rate (currently 9.75 per rent).
Although not all holders are

expected to retain the bonds to
maturity, economists warn the
scheme could cost Sk50bn.
Another question is how

industry will be restructured.
Foreign investment is one solu-
tion, and observers such as Mr
Jurzyca expect a push to
attract it next year. This would
be a government volte face but
one Mr Meciar might be prag-
matic enough to pull off.

Vincent Boland

By Andrew Jack in Paris

The French government
yesterday stated its intention
to create an independent tele-

communications regulator and
to introduce competition
against the state monopoly
provider by 1998.

Promising a continued
important role for France T616-
com, the state operator, .Mr
Franpois Fillon, telecoms min-
ister, stressed the importance
of maintaming a “public ser-
vice" network offering “afford-

.

aide" tariffs across the coop-
try as ai necessary part of

,

regional development policy.
However, he conceded that

the cross-subsidies provided by
long-distance telephone users
- notably business - to local

'

users would be “progressively
re-balanced" over time, while
arguing that the European
Commission's demands for
this to take place by the start
of 1998 was “unrealistic".
His comments came -on the

day that the consultation -

period closed for the govern-
ment's proposed reforms to
telecoms regulations. Mr Fil-

lon said draft legislation
would be ready by this sum-
mer ahead of a new law which
would come into effect at the
start of 1998.

Mr Fillon spelt oat five guid-
ing principles: guaranteeing
for everyone a quality public
service; guaranteeing users
simple access to more services;

creating an - environment
favourable to the development

*
. |

of competition; developing -the
competitiveness of France
T616com; and ensuring fair
competition through, the cre-

’ atian of an effective regulator.

The government is widely
expected to launch the sale of
a minority stake to France
Telecom this year.ar next, to
spite of Strong opposition from
trade onions,wMr .Fillon
stressed yesterday that the
state -would- remain to the
long-term the majority, share-
holder. -

-. •

VThe'ministersdid be dfiftfot
iad£ Hrts stage" «rmspKf(tog

' $ie universal provisioirof fhe
basic telephone service into’ a
range of geographical' zones
which could he shared
between dfffereut operators.
Bot he said there wonld. be
room for competition through
rival local and regional opera-
tors; which would' be Obliged
to contribute to the public ser-
vice, costs currently incurred
by France T616com.

He said he bad taken heed , of
calls for a clarification of pro-
posals.in the types,d£ telecoms
licences that are issued,; and
that, the rights of access ' and
other, requirements should be
the same for the state com-
pany and other groups enter-
ing the wmrlrot

He stressed that maintaining
the status quo was unrealistic
because “we cannot resist new
technology for long", but
argued that his recommended
tions would not ignore specifi-

cally French prioritiaL

Swedish interest

rate cut signals

policy change
By Christopher Brown-Hurries
In Stockholm

Sweden’s central bank
yesterday cut its key interest

rate for the first time in nearly

two years, saying economic
growth was likely to be weaker

than expected in 1996.

The cut, which lowers, the

bank's repurchase rate by a

quarter of a percentage point

to 8.66 per cent, signals a shift

to looser monetary policy after

a series of rate increases since

August 1994.

It shows Sweden belatedly

joining a European trend

towards lower interest rates to

counter slower economic
growth.

Mr Urban BSckstriSm, Riks-

bonk governor, said the cut

had been made possible by

increased international confi-

dence in Sweden's tough pro-

gramme to eliminate its budget

deficit and stabilise its debt, as

these had brought a sharp rise

in the krona and much lower

bond yields.

“The situation in Sweden

improved considerably during

the summer and autumn of

J995." be said. He also pointed

to an easing of inflationary

pressures. This made it more

likely that the bank would

reach its 2 per cent inflation

target in the coming months;
Mr BSckstrOm said the bank

expected “a somewhat weaker
1996 than it originally thought”
but it anticipated a revival in
economic activity to the sec-

ond half.

The bank still considers ±he
krona to ' be ' undervalued,
despite its strong recovery in

recent months, but declines to

set a target for the currency.

Economists forecast that the

Swedish economy will expand
by around 2 per cent to 1996,

j

considerably slower than last

year's 3.5 per cent growth rate.

Figures from the government's

National Economic Research
Institute yesterday showed
clear evidence of weaker indus-

trial demand in the final quar-

ter. .

Financial markets reacted

positively - to the rate cut,

marfcfegr'faQnd yields down by
between 10 and 15 basis points.

The 10-year bond yield now
stands at &22 per cent, com-

pared- with 11.5 per cent in

early 1995.

MrBSckstr&m said it was the

first time for20 years that Swe-

den had seen a sharp weaken-

ing of the krona - as it did

after the currency was floated

in late 1992 - without seeing a
big jump in Inflation several

years later.

Charles Schwab, discount broker pioneer, picked up his

first copy of Forbes at his father's law firm in 1959 .

Larry Ellison, founder and CEO of Oracle, started
reading Forbes as a computer programmer in 1972 .

WHEN PEOPLE IN AMERICA
GET SERIOUS ABOUT BUSINESS,
THEY START READING FORBES.

Success isn t something you will into existence. It

taKes drive. Vision. And, of course, the right tools.

No wonder then that over 779,000 of America's top

executives turn to Forbes for information they

can act on. Throughout their careers. So, if you're

serious about reaching this influential audience,

make an executive decision. Advertise in Forbes.

Michael Del!,, founder and CEO of Dell Computers,
borrowed his first copy of Forbes from his moth Forbes

CAPITALIST TOOL*'
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NEWS: WORLD TRADE

Boeing outpaces Airbus for $4bn order
By Michael Skapinker,

Aerospace Correspondent

Malaysia Airlines yesterday
confirmed that it was buying

25 Boeing aircraft, with the

order for engines split between
Rolls-Royce of the UK and
Pratt & Whitney of the US.
The announcement that the

airline was buying 15 Boeing
777s and 10 Boeing 747400s is a

blow to Airbus Industrie, the
European consortium. Last
year. Singapore Airlines

ordered 77 Boeing 777s in pref-

erence to Airbus aircraft.

Airbus fell to third place In

orders last year, behind Boeing
and McDonnell Douglas, after

winning the top slot In 1994.

Last year Boeing won 346
orders, with McDonnell Doug-
las taking 114 and Airbus 106.

Boeing said the Malaysian
order was worth S4bn. The air-

line alqn tnlcpn options 0Q
a further three 747s and two
777s.

Mr Tajudin Ramli, the air-

line’s chairman, said: “There
could only be one winner. We
can't afford to have too many
different types of aircraft.'’ The
Boeings were “slightly more
costly, but they fit in more

with our proposed destina-

tions."

Airbus said it was disap-

pointed with Malaysia Airlines’

decision. The airline has
bought Airbus A330 aircraft in

the past The European consor-

tium has suffered in recent
months from not having an air-

craft large enough to compete
with the Boeing 747. which car-

ries up to 400 passengers.

Rolls-Royce will supply
engines for the Malaysian 777s

- one of a string of successes

for the UK manufacturer in the

Asian market. Singapore
selected Rolls-Royce to provide

engines for its 777s. The com-
pany is also providing engines
for Cathay Pacific and Thai
Airways International T77s.

Rolls-Royce said the Malay-
sian order was worth up to

5475m. It had won about 60 per

cent of the Boeing 777 market

in the Asia-Pacific region, and
about 35 per cent of the market
worldwide, including firm

orders and options. It said

Pratt & Whitney had won 42

per cent and General Electric

of the US 23 per cent.

Pratt & Whitney is to supply
engines for the Malaysian 747s

in deal worth about S400m.

France calls for

tighter curb on
banana imports
By Guy de Jonquteres

The French government has
called on the European Union
to impose tighter restrictions

on imports of “dollar" bananas
from Latin America and to

compensate producers in for-

mer European colonies for

lower prices and lost revenues.

The demand was disclosed

yesterday as Mr Mickey Kan-
tor. the US Trade Representa-

tive. was due to decide

whether the ElTs controversial

banana regime violated inter-

national trade rules and
harmed US economic interests.

Mr Kantor’s decision -

which could lead to US trade

sanctions against the EU -

seemed likely to be deferred

because of the partial closure

of the federal government and
the severe weather in Washing-

ton.

However, US objections to

the banana regime may be
raised in talks in Brussels

today between Mr Daniel
Glickman. US agriculture sec-

retary', and Mr Franz Fischler,

EU agriculture commissioner.

The US lodged a complaint

in the World Trade Organisa-

tion last autumn, claiming that

the EU discriminates against

US banana marketing compa-
nies by favouring imports fro

m

African. Caribbean and Pacific

countries. The US complaint is

supported by Guatemala, Hon-
duras and Mexico.

France’s demands were con-

tained in a letter from Prime
Minister Alain Juppe, to Mr
Jacques Santer, president of

the European Commission-

French officials said Mr
Juppe had complained that

ACP and EU banana produc-

ers. which were still struggling

to recover from lost revenues
caused by crop damage, bad
been further harmed by a glut

of “dollar" fruit, which had
depressed prices in Europe.

In addition to requesting
financial aid for the producers,

Mr Jupp6 urged the commis-
sion to reconsider a proposal to

increase “dollar” banana
imports by 353,000 tonnes to

2.55m tonnes this year, to take
account of the EU entry of

Austria. Finland and Denmark.
However, Commission offi-

cials said France’s demand was
unlikely to succeed. Most other

EU governments support the

proposed increase, and a grow-
ing number of member states,

led by Germany, are pressing

for even more generous access

for “dollar” fruit.

Some officials believe Mr
Juppe's letter may be intended

to discourage the EU from try-

ing to head off US trade action

by offering a compromise deal

which would lift restrictions

on Latin American banana
imports.

Speculation that a behind-

the-scenes settlement might be
in the offing has been growing

since November, when the for-

mal consultation period for the

US complaint in the WTO
expired. In such cases,

aggrieved parties normally
request that a WTO disputes

panel be convened. But the US
had made no such request.

Dominica resumes banana
exports. Commodities Page

Fruits of textiles pact fail to ripen
Poor nations have yet to see benefits from accord, writes Frances Williams

T he implementation of a
landmark international

agreement on textiles
and rTnthtng trade, intended to

phase out decades of protec-

tionism, hag been among the
one-year-old World Trade
Organisation's biggest head-
aches.

The work of its Textiles Mon-
itoring Body (TMB), charged
with overseeing operation of
the accord, was held up for

months by wrangling over its

composition and rules of proce-

dure, including an unresolved
dispute over voting rights.

It has since come under fire

from developing country
exporters such as Hong Kong
and India which think it

should be taking a more robust
line in favour of freer trade

and are critical of its secrecy.

At the same time, the 10-

strong TMB is struggling to

comply with the rules of the

pact as negotiated in the Uru-
guay Round, including the

requirement that decisions be
taken by consensus of import-

ing and exporting members.
Under the agreement,

importers have 10 years to dis-

mantle the complex web of

bilateral trade restrictions

under the Multi-Fibre Arrange-

ment (MFA) which in 1994 gov-

erned the bulk of the $270bn
international trade in textiles

and clothing. But a year into

the accord, there has been no
significant trade liberalisation

for Third World textiles

exports.

Moreover, last year saw a
barrage of new quota measures
by the US. the world’s second
largest importer after the EU.
in direct contradiction to the

spirit, and sometimes the let-

ter, of the agreement
The WTO textiles pact pro-

vides for the “integration" of

US textile and appare
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textiles anri clothing into the

global trading system in three

stages over 10 years. It is not
renewable, but the timetable
leaves until January 1 2005 the
“integration” of almost half of

all textiles and clothing, by
volume.
The US and EU have also

chosen to “integrate" first

those items which already
enter their markets without
hindrance. Since nearly half

their imports are currently
unrestricted, existing quotas

need not be dismantled until

the thud stage of liberalisation

in 2002.

The EU has not ruled out a
more rapid lifting of quotas,

but it is contingent on export-

ers taking further steps beyond
agreed measures to relax then-

own barriers to imports of tex-

tiles and clothing.

The US, by contrast, has
already published its 10-year

liberalisation schedule which
leaves the integration of 70 per

cent of imports by value to the

very end of the transition

period. Critics argue that post-

ponement will increase domes-
tic industry’s resistance to the

eventual removal of controls.

trade

After six renewals of the
MFA since 1974, the US textiles

industry may have beat lulled

Into a false sense of security,

says one Asian trade diplomat
“The penny hasn't dropped
that this time the end of

restrictions really is in sight"
These worries have been

underscored by 24 US quota
“calls" last year, imposing new
restrictions on 14 developing

country suppliers in Asia.

Latin America and the Carib-

bean under a safeguard clause

in the textiles accord.

The safeguard, which is sup-

posed to be used “as sparingly

as possible", allows countries

to impose new Import quotas

on products not yet integrated

if the domestic industry is suf-

fering or threatened with “seri-

ous damage".
To the relief of exporters the

TMB, which has to review all

safeguard actions, demanded
convincing evidence of “seri-

ous damage". Of the 24 “calls",

the TMB rejected three and the

US withdrew a further seven at

its own initiative. In 11 other

cases agreement was reached

between the US and the sup-

plying country.

However, three cases are still

in limbo. In one the TMB
agreed there was no serious
damage but said there was an
actual threat of serious dam-
age to the US industry. In two
other cases no serious damage
was found. However, the TMB
could not agree whether or not
there was a threat of damage.
In what is now seen as a

serious lacuna, the textiles

agreement says nothing about
what should happen when
there is no TMB consensus.
Thus the US has continued to

maintain the restrictions in the

latter two cases.

Hong Kong has publicly crit-

icised the TMB for not ruling

against the US quotas. But
WTO officials stress the need
for the TMB to avoid action

which could undermine its

neutrality and legal credibility,

especially in view of strong
anti-WTO forces in the US Con-
gress.

“The rulings should be credi-

ble and transmit the right mes-
sage”, says one official, noting

that foe US has made no new
raiic against WTO members in

recent months, and that no
other country has followed

Washington's lead.

For many exporters, how-
ever, the message has not been

strong enough. They argue
that the new system, while

enabling poor nations to chal-

lenge some quota decisions, is

failing to promote a more
orderly progression to freer

trade in textiles.

Trade officials warn that this

discontent risks spilling over

into foe WTO’s first ministerial

meeting in Singapore next
December. “A number of devel-

oping countries may not
accept new WTO negotiations

without concessions on tex-

tiles." says one.

WORLD TRADE NEWS DIGEST

ABB wins Italy

power order
ABB. the electrical engineering group, has won a 5470m order
to build Italy's first plant to produce electrical power from oil

refinery residues. The 26QMW low-emission combined-cycle

plant will be built at an oil refinery In Falconara owned by
Armnima Petroli Italians (Api). Italy's main privately owned
Oil refining company
The order was placed by Apl Energia. a 50-50 venture formed

between ABB and Api to develop foe overall project. The plant

will use heavy oil residue to produce fuel for gas turbines and
will supply steam to the refinery and power to the national

electricity grid of Italy's state electrical utility. Enel. ABB
Energy Ventures and ABB Project and Trade Finance put

together foe financing for the overall project, valued at more
than $800m. International banks, including the European
Investment Bank will finance 75 per cent of foe project with

foe remainder financed by ABB and Api. Foreign Staff

ABB in eastern Europe, Features page

Italy makes music piracy attack
Record producers have recruited a leading Italian anti-piracy

experts to spearhead a 81m campaign to combat music pirates,

who now account for one in three of all recorded music sales

in Italy. Mr Enzo Mazza will be secretary-general of foe newly

formed Federation against Music Piracy, which opened Its

office in Milan on January 1 under the auspices of Ifpi, the

international association of record producers, and Fimi, foe

national industry body.

Since 1992, Mr Mana has been co-ordinator of foe Italian

anti-piracy campaign for foe Business Software Alliance,

which pursues software pirates and has cut software piracy in

Italy from 80 per cent to 50 per cent of the market
Ifpi said yesterday that MrMam and his colleagues would

“track foe crime networks that feed off piracy: gather evidence

on pirate activity and hand it to Italian magistrates: and press

for rapid closure of illegal operations and. if necessary, mass
prosecutions". Andrew Hill, Milan

Daewoo plans Spanish plant
Daewoo, foe Korean industrial group, will locate a Pta31bn

(5256m.) plant to manufacture refrigerators in Spain. Mr Joan

Sala, head of Daewoo Electronics Espafla, the group's Spanish

distributor, said Spain had been selected in preference to

alternative sites in the UK. France and Italy. The plant will be

the first to build Daewoo refrigerators outside Korea and will

produce 500.000 units a year. The only other Korean industrial

plant in Spain is a Samsung video manufacturing unit outside

Barcelona. Catalonia and the Basque Country were foe

frontrunners for the Daewoo plant. Tom Bums. Madrid
Kvaemer, foe Norwegian engineering and shipbuilding

group, is part of a Scandinavian joint venture awarded a

contract worth more than $35m to supply equipment for the

Song Hinh power station in Vietnam.

Kvaemer’s share of the contract won in collaboration with

ABB Generation of Sweden is worth more than S2Qm. It is the

Norwegian company's first hydro-electric power equipment

order in Vietnam. Andrew Taylor, Construction Correspondent

Toshiba of Japan will invest Y500m to expand production

capacity at its German plant to start manufacturing insulated

gate bipolar transistors, a key component of electrical power
control equipment AFX Hews, Tokyo

Nova, foe Canadian pipeline and petrochemicals group, is

competing with Mitsui of Japan and British Petroleum to build

and operate a $lbn ethylene and polyethylene complex itv the

United Arab Emirates. Robert Gibbens. Montreal

NEWS: INTERNATIONAL

Donors pledge extra $865m of aid to Palestinians
By David Buchan In Paris

Some 50 countries and international

organisations yesterday pledged an
extra S865m of aid to foe Palestin-

ians. more than enough to cover the

Palestinian Authority's programme
of $500m worth of projects and its

anticipated S75m deficit this year.

Mr Hervg de Charette. the French
foreign minister, said the larger-

foan-expected aid commitments sent

“a strong signal" of international

support for the peace process before

the Palestinian elections due to take
place in the West Bank and Gaza
Strip on January 20.

The positive atmosphere at yester-

day’s Paris donors conference was
only marred when Mr Yassir Arafat,

president of foe Palestinian Author-
ity. Mr Ehud Barak, the Israeli for-

eign minister, and foe donors repre-

sented by Mr Bjorn Godal, the
Norwegian foreign minister, came
to sign an updated version of their

1995 Tripartite Action Plan on foe

use of the aid.

Mr Arafat jibbed at the reference

giving Israel an unqualified right to

dose the borders temporarily to foe
Palestinian territories for security

reasons, complaining that such clo-

sures had a serious impact on foe

Palestinian economy. Bnt he con-

fined himself to making an oral res-

ervation about frontier closures,

saying that he hoped this would be
heeded by IsraeL

Mr de Charette noted that,

together with some 8500m in aid

pledged earlier bnt still unspent,
yesterday's financial pledges
brought to $1-365bn foe amount of

foreign aid available to the Palestin-

ians far foe period between now and
March 1997.

Mr Arafat, thanked foe donors
and said he hoped they would hon-
our their commitments. Not all aid

pledged, such as foe S2Jbn prom-
ised in 1993, has been forthcoming.

The biggest pledges yesterday
came from the European Union with
8120m. Saudi Arabia with 8100m,
the World Bank with $90m and the
US with 871m.
Mr James Wotfensohn, president

of the World Bank, which is co-

ordinating the aid. said the priority

projects included housing, trans-
port, water, sewage and health.

Various donors have pledged aid
in kind, particularly technical assis-

tance responding to their speciali-

ties, snch as Dutch and German
help in improving the port of
Gaza.
Referring to the newly revised

Tripartite Action plan, a joint state-

ment said “the government of Israel

will assist and facilitate Palestinian
economic development".
At a press conference, Mr

Barak said “We are going to
honour our commitments, and we
expect the Palestinians to do the
same."

Shin Bet resignation raises

questions for security probe
^uj na'p *711

An Israeli newspaper shows the disguised former security chief

By Julian Ozarme ki Jerusalem

The carefully timed
resignation of the head of
Israel's Shin Bet has restored

some credibility to foe internal

security agency but raised
questions about the inquiry
investigating the security
lapses in foe assassination of
fonner Prime Minister Yitzhak
Rabin.
Shin Bet has been racked by

doubt since Mr Rabin's assassi-

nation exposed breaches of

security In the protection of

foe prime minister and a fail-

ure of intelligence gathering
about right-wing extremists
involved In foe assassination.

The Shin Bet chief - identi-

fied in Israel only by the
Hebrew initial “KaT - offered

to resign twice alter Mr
Rabin's death but foe offer was
refused by Prime Minister Shi-

mon Peres.

His resignation now puts Kaf
in a better position to defend
himself before the commission
inquiry1 which he believes has
already found him guilty.

KaTs personal reputation

rose after the killing last Fri-

day of Mr Yahya Ayyash. the
Palestinian bomb maker
responsible for scores of Israeli

deaths. Although Israel has not

publicly accepted responsibil-

ity for the death of a man who
for more than two years topped
the Shin Bet's most wanted
list, it is widely believed foe

agency was behind it. Kaf has
also taken credit for tracking
down foe Palestinian master-

mind of last year's Beit Lid bus
stop suicide bomb which killed

21 Israelis.

Despite signs that the agency
is functioning efficiently. KaTs
personal role in the failures

surrounding the Rabin assassi-

nation have been questioned
by the commission.
Security officials said Kaf

was deeply upset by the way
he had been treated by the
three-member commission. He
was also angered by a letter

sent by the commission last

month, warning Kaf and fire

other agency operatives that

they might be harmed by the

panel's findings. He became
convinced that the commission
was likely to make him a
scapegoat and recommend his

dismissal so he decided to save
himself the humiliation of
being sacked and resigned to

defend himself as an ordinary
citizen.

Mr Nahum Barnea. a widely

respected commentator, said in

a newspaper column yesterday:

“The resignation letter from
Kaf. . . landed like a Kamikaze
plane on the deck of the com-

mission of investigation. Kaf is

a man of honour. He Is also a
clever man With the help of

these two qualities he has
managed to emerge honoura-
bly from a battle which was
lost from foe start. His resigna-
tion was a pre-emptive strike.

For a short time, at least, he
has turned himself from
accused into accuser. . . (and he
has) made harsh accusations
against the commission.”
Senior government officials

have also rallied to KaTs
'defence. Mr Moshe Shahal,
minister of internal security,
said yesterday that he had
restored the Shin Bet's reputa-

tion before he quit “The Shin
Bet recovered quickly after the
blow of Rabin's assassination
and I think it has returned to
the level of operations it is

renowned for.”

Kaf is likely to be succeeded
by a senior military officer.

Allies fall out on Africa’s Horn
Michela Wrong on territorial tensions between Eritrea and Yemen

T he Horn of Africa has
been the site of a rare

spate of diplomatic
activity over the past 10 days
with Mr Boutros Boutros
Ghali, UN secretary-general,

shuttling between Eritrea and
Yemen In an attempt to settle

a territorial dispute that has
cost a dozen lives.

The focus of his efforts - and
those of Mr Meles Zenawi, the
Ethiopian president, and Mr
Amr Moussa, the Egyptian for-

eign minister, among others -

are Greater and Lesser Hanish,
two small, sun-blasted Red Sea
islands that hardly seem to

merit two former allies coining
to blows.

But the Hanish Islands repre-

sent far more in terms of hid-
den resources than their bar-

ren appearance would suggest
And for those trying to ensure
there is no repeat of foe fight-

ing that exploded in mid-
December, their sensitive loca-

tion near busy shipping lanes

carrying oil from the Gulf to

Europe endow them with a
potential for trouble out of all

proportion to their size.

The same distance from both
countries, the islands were of

little interest throughout the
30-year war foe Eritrean Peo-
ple’s Liberation Front (EPLF)
waged against Ethiopia's occu-

pying army. The EPLF. then
on good terms with Yemen,
says it used them as a base for

operations on to foe mainland.

All that changed after 1991,

when the EPLF liberated foe

country and Eritrea became
Africa's newest nation - and
one of its poorest Determined
to rebuild its war-shattered
economy, the government in

Asmara swiftly identified its

1.200km of coastline as a prime
resource ripe for exploitation.

Addis Ababa
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The problem is that, partly

because of the years of turmoil,

national coastal waters were
never defined after British
administrators pulled out of
both countries, leaving the lim-

its of ownership to be deter-

mined by habit and tradition.

Yemen says that In 1973. when
Egypt was preparing for war
with Israel, it signed a deal giv-

ing Cairo permission to use

Greater Hanish.
The full potential of these

waters remains a mystery, as
the war kept investors away.
But seismic surveys carried
out by Gulf Oil, Mobil and Esso
in the 1960s revealed the pres-

ence of oiL

The Eritrean government
has signed a $28m, seven-year
contract allowing Anadarko, a
Houston-based consortium in

which Algeria’s state-owned
Sonatrach holds a stake, to
explore waters further north,
around the Dahlak Islands, and
has also been in folk* with
Mobil and Amoco over a con-
cession to foe south east The

French company Total already
has oil exploitation projects in

Yemen and has begun prelimi-

nary work on what could
result in a multi-billion-dollar

project to export gas from
there.

Oil is not foe only resource
waiting to be tapped. The
warm waters off Eritrea hold
up to 1,000 different species of

fish. Virtually untouched since
the 1950s, stocks have built up
and Israeli companies which
used to enjoy a monopoly in
Eritrea, regard them as a
promising alternative to the
Mediterranean’s over-fished
waters.

“In the 1950s Israeli compa-
nies were exporting 25,000
tonnes of fish a year from Eri-

trea," said Mr Saleh Meky, Eri-

trea’s minister for marine
resources. “At the time they
estimated a possible yield of

50,00055,000. Now we're assum-
ing we could export 80,000
tonnes."

The Eritrean government
still needs to evaluate its

stocks and suffers from a des-

perate shortage of fishing ves-

sels, cold storage, processing
and transport facilities vital to

foe industry. Meanwhile Brit-

ish. Saudi. Greek, Dutch and
Israeli companies are already
operating in the waters.

In the long term, Asmara
also believes foe coast offers

huge potential for tourism. The
354 islands off Eritrea are
famed for their clear waters,

underwater life and stunning
coral formations and already
attract small numbers of
yachtsmen and scuba divers.

Yemen's awarding of a licence

to an Italian diving company to

operate off foe Hanish islands

particularly incensed Asmara.
Of more commercial impor-

tance, perhaps, is Eritrea’s
vicinity to the Middle East: as
a secular state with no laws
against alcohol it is well placed
to attract Saudi visitors want-
ing to escape the strictures of

Islam. A US project to build a
casino, hotel and sports com-
plex on foe Dahlak islands for
S200m-$300m is being debated
by the government.
With so much at stake, little

wonder that when Yemen
landed troops there in Novem-
ber and started budding, Eri-
trea’s hackles rose. Last month
President Isaias Afewerki said
the move was “tantamount to
occupation" and accused his
former ally of trying to profit
from foe temporary weakness
of a newly formed country that
had neither navy nor airforce.
Despite such handicaps Eri-

trea succeeded in mustering a
force that besieged the islands
and captured more than 200
Yemeni soldiers, a reminder
that four years of peace have
not dulled the Eritrean ability

to wage war.
International pressure Is

now on the two countries to

settle foe dispute, with France,
which has troops stationed at
its base in nearby Djibouti, the
latest country offering to
mediate.

If Eritrea and Yemen can
agree on a timetable to with-

draw their troops from the
area, foe question of ownership
of Greater and Lesser Hanish
will probably be settled by
arbitration, perhaps at the
International Court in the
Hague.
But until coastal waters are

legally delineated to both coun-
tries' satisfaction, there
remains plenty of room for fur-

ther bickering in this vital

waterway.

Global

accounting

standards

step closer
By Jim Kelly,

Accountancy Correspondent

The recognition of inter-

national accounting standards
as a force in global financial

reporting took a further step
forward yesterday.

The US Financial Account-
ing Standards Board (FASB)
and the International Account-
ing Standards Committee
(IASC) announced that they
had approved similar draft

codes on the disclosure in
annual accounts of earnings
per share.

Earnings per share, broadly
the after-tax profit attributable
to each share in a company, is

one of the key performance
indicators favoured by the
users of accounts. Interna-
tional comparability would
mark a major improvement.
The two standard-setters had

been working on parallel pro-

jects since 1994 - providing
further evidence of increasing
co-operation in foe interests of

global harmonisation.
The support of the US

authorities is seen as vital for

the success of the committee's
plan to develop a set of stan-

dards acceptable to foe world's
securities regulators by 1999.

"Harmonisation of account-
ing requirements becomes
much more straight-forward
when standard setters are able

to co-operate in this way," said
Sir Bryan Carsberg, secretary-

general of the IASC.
“1 will be working to ensure

there is much closer co-opera-
tion between IASC and stan-

dard setters in North America,

Europe and elsewhere as we
work towards our goal of

global accounting standards
for use in cross-border listings

In markets throughout the

world," he added.
Both exposure drafts would

require disclosure of basic

earnings per share and diluted

earnings per share as a mea-
sure of performance. Both
would also require additional

disclosures which warn of the

potential dilution of earnings

per share.

Differences between the

drafts will be reviewed after

comments have been received.

Both drafts will have foe same
deadline for comment
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NEWS: ASIA-PACIFIC

End of veto over container terminal and easing of right of abode

Malcolm HiHi hull British foreign secretary (right), escorts Qj*m Qichen, fads Chirraw! counterpart,
before talks in Betting's state guesthouse yesterday

the early 19th century when it

Japan reviews nuclear plans

as hopes fade for ‘dream’ fuel
The rising power of nuclear energy

Japan's electricity consumption
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China’s
U-tum
offers

boost
for HK
economy
By Simon Hofbertwi
In Hong Kong

Nothing is ever quite as it

seems when it cranes to Stno-
British talks about Hang Kong
So the surprise news from Bei-
jing last night that nhm» had
withdrawn its objections to the
further development of the col-
ony's container part might yet
contain, disappointments.
But taken with China's

apparent concession on the
right of abode in Hong Kang -
that all who are entitled to it

now win possess it after the
handover in 18 months* time —
the outcome of talks between
Mr Malcolm Rifldnd, foreign
secretary, and Mr Qian Qichen.
his Chinese counterpart,
appears to be one of the most
successful in years.

Hong Kong was chosen by
the British 150 years ago
because of its deep water port.

Today the harbour, which is

the world's biggest container
port, still drives the Hong
Kong economy, supporting the
trade services and finance
required to shift the cargo
flowing in and out of China.
Any move towards a resolu-

tion of the impasse surround-
ing the construction of the
port's ninth container terminal
(CTT9) - which is estimated to

cost around HK$10bn (£830m) -

is unambiguously good news
for the Hong Kong -economy.
Given the passion surrounding
China’s original blockage of

CT9, a resolution would mark
a turning point in Hong Kong
relations with Beijing:

Mr Qian's apparent conces-

sion took Hong Kong govern-
ment and company officials by
surprise. Til believe it when I

understand what [Mr Qian's]
words mean," said a spokes-
man for Jardine Mathiwann, one
of the key companies in CT9.
“It all sounds too good to be
true,” a Hong Kong govern-
ment official added.
In late 1992 CT9 - a four con-

tainer berth facility - was
awarded to three groups. Mr Li

Ka-filling's Hongkong Interna-

tional Terminals (HIT) was
awarded one terminal and Mr
Peter Woo’s Modem Terminal
(MTL) another.

The Tsing Yi Consortium -

which includes two units of the
Jardine Matheson group as
well as SeaLand, a US trans-

port company, and Sun Hung
Kai Properties and New World
Development, both large prop-

erty developers - was awarded
two terminals.

The award of the contract to

Jardine, which has been part

of Hong Kong’s history since

was an opium trader, got
caught up in the furore sur-

rounding Governor Chris Pat-

ten’s democracy plans for
Hong Kong. Mr Henry Kes-
wick, Jardine’s London-based
chairman, openly supported Mr
Patten.

This stoked China’s anger
which had already been fuelled

by reports that Jardine had
lobbied hard in London for the
removal of Lord Wilson, Mr
Patten’s predecessor. Beijing,

through its media outlets in

Hong Kong, accused the Hong
Kong government of rewarding
Jardine with a slice of the port
because of its support far Mr
Patten. Instead, Jardine had
gained a role in the port on the

back of a Hong Kong govern-

ment policy aimed at increas-

ing waterfront competition.

CT9 was meant to have been
completed last year. It was

unclear last night whether Mr
Qian's comments presaged an
immediate go-ahead for the ter-

minal. Mr Qian said rthina

would accept whatever agree-

ment the owners of the con-
tainer port could reach. This
was a reference to inter-

company talks about the possi-

bility of reshuffling owner-
ship of various container
torminnlc

Currently HIT and MTL
dominate the port, owning all

but one-and-a-half of the exist-

ing eight container terminals.

Ownership of facilities is not
contiguous and the Hong Kong
government believes that
greater efficiencies might be
achievable if they were.

The companies last Friday
met Mrs Anson Chan, chief
secretary, but could not agree.

China's derision to remove its

veto over the port might have
been taken with this in mind.

T he Japanese govern-
ment's nuclear policy,

based on rosy hopes of

plutonium being a "dream
fuel”, is turning into a night-

mare. An accident last month
at the country’s newest and
most powerful nuclear reactor

prompted a huge outcry which
is forcing a review of the coun-
try's nudear strategy.

A leakage of sodium, a vola-

tile but efficient cooling agent
used in Monju, Japan's experi-

mental fast breeder reactor
which is the centre-piece of the
country’s next generation
nuclear programme, has
heightened anti-nuclear senti-

ment among the Japanese pub-
lic.

Mr Yasuoki Urano, director
general of the Science and
Technology Agency (STA),
which oversees the country's
nuclear energy strategy, con-

ceded last week that relaunch-
ing Monju 's operations would
need to be reviewed along with
the nuclear recycling pro-

gramme under which used ura-

nium nuclear fuels are repro-

cessed into plutonium for

further use in fast-breeder
reactors. Monju, built and
fuelled by private sector com-
panies, is run by an operating
company of the STA.
Immediately after the leak-

age at the beginning of Decem-
ber, which led to the reactor

befog closed down. Mr Urano
had rejected any change to the
country’s plutonium pro-
gramme. However, the govern-
ment has been unable to
ignore the alarm and distrust

among the public caused by
the accident

Local residents are calling

for permanent closure of

Monju, named after the Japa-

nese goddess of wisdom, after

attempts by the reactor’s oper-

ators to hide video tapes of the
damage from the media, which
were not seen on television

until a week after the accident

The operators are also
accused of intentionally delay-

ing notifying local and central

government officials of the
accident by some hours.

Sourw NuCto uNtt pauar

The rise in anti-nuclear sen-

timent has pushed up the cost

of nuclear power construction
as local residents, industries
and municipal governments
have demanded compensation.
For example, local fishing asso-

ciations have been compen-
sated for loss of earnings while
in some cases sports facilities

have been provided for
aggrieved residents.

Still, a third of Japan's
energy consumption comes
from nuclear power, and
recycling used nuclear fuels

has been the focus of the gov-
ernment's power generation
policy since the late 1950s.

Japan is today the world’s
third-largest producer of
nuclear power after the US and
France.

Japan's nuclear recycling
policy was drawn up by offi-

cials hoping to achieve the
country's goal of becoming
self-sufficient in energy.
Recycling used nuclear fuel

into plutonium, which would
produce more plutonium when
used as fuel, was an ideal

source of energy for a country

dependent on imported fuels.

The government has also
argued that recycling is the

most efficient way of handling

used nudear fuels since stor-

age is not considered viable.

However, the Japanese pub-
lic has become increasingly
alarmed by the international
controversy caused by ship-

ments of plutonium that has
been reprocessed by British

Nuclear Fuels of the UK and
Cogema of France back to
Japan. Japan, which lacks a
full recycling capability for its

used nudear fuels, is BNFL'S
largest customer and has
shipped more than 2J100 tonnes
of used nuclear fuel to Sella-

field in north-west England to

be reprocessed into plutonium.

T he shipments of the

highly radioactive pluto-

nium have put Japan's
nuclear policy under scrutiny,

raising fears of attacks by ter-

rorists. The Japanese govern-
ment itself has also been
forced to try to defuse suspi-

cions that its intention might

be to use the plutonium to
build nudear weapons.
Aside from apprehension

over the safety of handling plu-

tonium, the recycling of used
nudear fuels has been widely

criticised for being expensive
and unnecessary at a time
when nudear fuel prices and
the cost of other fuels are foil-

ing. Uranium prices have

plunged as a result of discov-

eries in Canada and Australia

and some analysts believe the

world's uranium supply will

last for another 130-150 years.

Supplies from de-activated
nuclear weapons of the former
Soviet Union have added to the
glut

Moreover, the huge costs
involved in supporting the plu-

tonium programme have also
started to burden the private

sector companies, which build

Japan’s nudear facilities and
supply the fuel. Monju. which
has a capacity of 2S0MW. cost

Y590bu, about twice the price

of the older 500MW reactors

that Japan uses for most of the
rest of its nuclear production.

The electric power companies
are spending more than
Yl.SOObn on Rokkasho, a

nuclear complex in northern
Japan, which indudes nudear
waste storage, enrichment, and
reprocessing facilities.

The electric power industry

last year scrapped a plan con-

ceived in the 1950s to build an
advanced thermal converter
reactor, which was intended to

vise the reprocessed plutonium
until the next generation
nuclear reactors including the

fost breeder reactor were devel-

oped. Although an experimen-
tal advanced thermal converter

reactor was bunched in 1979,

the power companies aban-
doned the project because of its

high construction and power
generating costs compared
with traditional reactors.

Meanwhile, the adverse
domestic climate caused hy
Monju is likely to prompt
nudear plant builders to look
overseas, especially to develop-

ing countries, such as Indon-

esia, for new business.

“To maintain a certain level

of technology in constructing

nuclear power plants, it's

important to use it.” says Mit-

subishi Heavy Industries,
which has no orders after a
nudear power plant it is cur-

rently building for Kyushu
Electric Power.

Emiko Terazono
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China criticises

Taiwanese visit
China condemned Washington yesterday for its “erroneous"

decision to grant a transit visa to Mr Li Yuan-zu, Taiwanese
vice president Stressing that the Taiwan question was "a very
sensitive issue”, Mr Chen Jian, China's Foreign Ministry

spokesman, said Mr la's application far a stopover next week
in the US en route to Guatemala was a pretext for promoting
Taiwan's bid to “create two Chinas”.

By granting the transit visa on Saturday, Mr Chen said the

US government had “violated" Sino-US accords on Taiwan,

challenging China's sovereignty and territorial integrity, “hi

disregard of the resolute opposition and solemn

representations made by the Chinese side, the US side still

went ahead with its erroneous derision,” Mr Chen said.

His remarks were noticeably less strident than the invective

Beijing directed at Washington for allowing Taiwan's

President Lee Teng-hui to visit the US last June. AFP, Beijing

India to build its own tank —
Mr P V Narasimha Rao, Indian prime minister, yesterday

ordered production of India’s first indigenously built main

battle tank
,
indicating that any future war with Pakistan

could still be fought along conventional lines despite the

alleged nuclear capabilities of the two countries. Senior

defence officials said the Arjun, named after a mythical Hindu

warrior would eventually compete with western counterparts

on the international arms market Reuter, New Delhi

Pilot error ‘caused HK crash’
A pilot used forward instead of reverse thrust ditching his

China Airlines Boeing 747 into the sea off the end of Hong

Kong’s Kai Tak airport two years ago, a report into the

accident concluded yesterday. All 296 people aboard the flight

in November 1993 were rescued from the aircraft, which

veered off the runway and into the waters of Hang Kong

harbour. Ten sustained injuries, which occured as a storm

lashed the colony. Reuter. Bong Rang

m China's industrial output rose 114 per cent in 1995, but the

growth rate was down 4.1 percentage points from the previous

year, the State Statistics Bureau said. Reuter, Bexjmg

Foreign car imports jumped 79 per cent to 6.921 units last

year in South Korea, spurred by eased import tarrios and

improved consumer perception, sales agents said. ^yjtiD
represent only 0.7 per cent of the market. AFP, Seoul

m Orders for Japanese machine tools rose 26.7 per rent in

November from a year earlier, the Japan Machine Tool

Industry Association said. Domestic orders rose 20.4 par rent,

whLLeforeign orders climbed 33.9 per rent Reuter. Tokyo

Union sell-off protest overridden

Sri Lanka acts

to restructure

phone authority
By Amal Jayasinghe

in Colombo

Sri Lanka yesterday appointed
an~ international consortium of

investment bankers, Lawyers
and auditors to restructure its

cash-strapped telephone
authority ahead of privatisa-

tion, despite trade union pro-

tests.

Mr Mangala Samaraweera,
telecoms minister, said the
state-run Sri Lanka Telecom
(SLT) needed $400m for expan-

sion in the next 18 months, but
the government lacked capital

and was forced to look to pri-

vate investment.

“Privatisation of Sri Lanka
Telecom is non-negotiable,"

the minister said, rejecting

union pressure against seDing

off the telephone company.
“What we are trying to do is to

find out how best to do it”

Shortly after his remarks, an
estimated LE00 workers from
SLT and several other public

utilities. Including water and
electricity, staged a demonstra-
tion outside Colombo's main
railway station protesting
against privatisation.

The government hopes to

raise Rs21bn ($420m) this year
from the rale of state enter-

prises, including the national

carrier AirLanka, Sri Lanka
Telecom and several tea and
rubber plantation companies.

Telecoms unions cited the

example of Singapore's state-

controlled and efficiently run
Singapore Telecom as an argu-

ment against privatising Sri

Lanka Telecom, although some
11 per rent of Singapore Tele-

com was sold to the public in

1993. The minister rejected the

comparison. “If we follow the
Singapore example we will

first have to ban all (indepen-

dent) unions,” Mr Saznaraw-
eera said. “I hope we will never
have to follow Singapore in

this respect”
The minister said the

restructuring of SLT will be
undertaken by investment
bankers led by Deutsche Mor-
gan Grenfell and Development
Finance Corporation of Ceylon,

the accounting firm Deloitte

Touche Tohmatsu Interna-

tional and the law firm Slaugh-

ter and May.
The consortium has been

asked to advise the govern-
ment bow best to divest SLT,
which Mr Samaraweera said

bad been earning an unsatis-

factory 12.5 per cent return on
its investment and therefore

would be unable to pay for new
projects to expand its services.

The minister said SLT would
be able to provide only 400,000

new phone connections by 1997

because of serious financial

constraints, although demand
was for well over lm extra

lines.

Reporters at yesterday's
press conference pleaded with

the minister to be allowed to

jump the queue for connec-
tions. Some potential phone
subscribers have been waiting

10 years for a line.

President Kim admits ‘wrongdoing’
irea's President Kim

n yesterday admitted

ig in connection with

support he received

i became president,

d taking dirty money

ting bribes. Reuter

om Seoul.

devised address, Mr
not directly address

of whether he dipped

54m slush fond his

jr, Mr Roh Tae-woo,

essed to amassing

iffice.
. . ,

i said he took help

porters for political

before he was elected

In 1992. "No pohti-

uding myself, could

ded such wrong prao-

iese," he said. “I have

iwever, received any

dirty or shady money. Nor

have I received a angle won

(rent) that came with strings

attached or that was tied to

any business interest."

Mr Roh is on trial for alleg-

edly accepting kickbacks from

business to build his slush

fund. Heads of seven conglom-

erates are cm trial with him.

Another former president, Mr

Chun DooHwan, is expected to

be indicted on gftrnlnr charges.

South Koreans had hoped Mr
Kim would dear the air about

whether Mr Roh's money
helped fond his 1992 election

campaign. Mr Kim Dae-jung,

his political rival, confessed to

taking several million dollars-

and challenged the president to

admit that he too. might have

accepted financial aid.

President Kim did not elabo-

rate on his “wrong practices'*,

nor give any indication what
kind of support he received or

who offered it to him.

“Kim's speech looks like it

was designed to faring an early

resolution of the current politi-

cal turmoil,” said Mr Kim
Heung-shik of Hyundai Securi-

ties. “The political scene is

likely to change for the better,"

Mr Choi Seung-ho of Daewoo
Securities said.

Mr Kim expressed condo-

lences for the suffering caused

by a i960 army massacre of

pro-democracy demonstrators

in the city of Kwangju. Former
presidents Chun and Roh have

been indicted for alleged

mutiny stemming from a 1979

coup that led to the killings.

Referring to his disgraced pre-

decessors, President Kim
claimed their alleged actions

had generated a deep sense of
anger gnH despair.

“It is a great misfortune for

the nation to arrest and try

former presidents. But unless

we go through this process, we
wOl not be able to correct the

wrongs of history," he
declared.

Mr Kim lambasted North
Korea for pleading for interna-

tional food aid while building

an mrmnnse military mwrfhinp

“It is a crime and a betrayal of

the Korean people for North
Korea to hope to receive aid
from tb>» intw-Turtinnai commu-
nity while pouring all its

national resources Into main-
taming its military power.”

Minister in housing loan scandal
By Gerard Baker En Tokyo

A junior minister in the Japanese
government admitted yesterday he had
received money from a property company
deeply in debt to some of Japan's troubled

housing loan companies.

Mr Yoshitaka Murata. parliamentary
vice-minister at the Economic Planning
Agency, said he had received Y20m
(£190.000) in director's remuneration from
Meisei, an Osaka-based real estate com-
pany. between 1989 and 1996.

Meisei owes mare than Y60bn to four

housing loan companies, most of which it

is now unable to repay.

Mr Murata was a career bureaucrat in

the finance ministry before running suc-

cessfully for office in 1990 as a liberal

Democratic party member. He joined the

planning agency in August

The disclosure is a further embarrass-

ment to the Japanese government, at pres-

ent embroiled in a controversial scheme to

spend at least Y685bn public money to bail

out Japan’s housing loans companies,
many of which are have collapsed under a
pile of non-performing loans to companies
such as Meisei.

Allegations of connections between LDP
politicians and housing loan companies
have been rife in recent weeks, but Mr
Murata’s links are the first to have been
confirmed.

The news seems certain to intensify pub-

lic hostffity to the planned bailout As part

of the fiscal 1996 budget, the money must
be approved by parliament by the end of

March, but the plan is set to receive a

rough ride.

Opposition parties have promised to step

up their attacks if Mr Ryutaro Hashimoto,

leader of the LDP, is elected prime minis-

ter tomorrow, as widely expected.

Mr Hashimoto is accused of having been
politically responsible for failure to regu-

late properly the bousing lenders while be
was finance minister between 1969 and
199L
Mr Murata said yesterday he bad joined

the hoard of Meisei in 1989 after leaving

the finance ministry, and had received

Y5m-Y6m in appaai fees from the com-
pany. He had tendered his resignation in
1992 when he had been asked to do so by
the company's president

Company officials said that as a result of

clerical errors, Mr Murata was registered

as a director until last month.
He promised to repay the Y20m forth-

with, saying he had been unaware the

company had borrowed money from the

housing loan companies.
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Pressure to succeed or fail, but ‘to do so quickly"

Budget talks go into

make-or-break phase
By Patti Waldmeir
in Washington

Budget talks between US
President Bill Clinton and Con-
gressional Republicans were at

a crucial phase yesterday, with
both sides saying they expec-

ted the talks to succeed or fail,

but to do so quickly.

Senior Republicans arrived

at the White House through
the snow yesterday in four-

wheel-drive vehicles, to resume
talks. Mr Mike McCurry. White
House press secretary', said the

talks had reached a stage

where “they’re either going to

get an agreement or they're

not". Mr Bob Dole. Senate
majority leader, agreed, saying

he expected negotiators to
know by the end of the day
whether a deal was possible.

Ahead of the talks, senior
Republican leaders were taking

a hard line, saying it was “up
to the president to make a

deal." In a move to increase

pressure on the president they

hinted they might seek a deal
with conservative Democrats
in Congress If the White House
balked.

On Monday, when Mr Clin-
ton met congressional Republi-
cans at the White House, the
two sides had moved toward
each other in disputed areas
such as spending on Medicare
and Medicaid, welfare and
other programmes, and tax
cuts.

But Mr John Kasich, House
budget committee chairman,
made clear the Republicans
were not prepared to move
much further. “This is about as
close to a last offer as you can
get." he said.

Republicans had offered
Medicare savings of $16Sbn
over seven years, $33bn less

than their previous offer, but
this still left a $66bn gap
between their proposal and Mr
Clinton's. They had also pro-

posed less radical cuts in other
areas, but Mr McCurry said
there was still “a way to go” in

order to reach agreement.

Renter reports: Political skir-

mishes and the weather have

left financial traders and pri-

vate economists bereft for

early a month of the US gov-

ernment data they rely on to

gauge the state of the national

economy.
Even when government

agencies reopen, it may be sev-

eral days, or weeks, before

they can release the bulk of

backlogged economic statistics.

“The answer is we honestly

don’t know," said Mr Larry
Moran, economist at the Com-
merce Department's Bureau of

Economic Analysis, when
asked when the agency would
begin issuing reports such as

its revisions to third-quarter

gross domestic product
“The real question is

whether we can even get the

third-quarter GDP numbers
out before next week." All

reports from the agency due
out over the next few weeks
are at risk of delay.

US begins to emerge
from snowstorm chaos
The north-eastern US began
digging out from under the
worst snowstorm in decades
yesterday as snowbound air-

ports reopened, drivers ven-
tured on to slippery roads and
frustrated commuters strug-

gled to get to work, Reuter
reports from New York.

At least four dozen deaths

were blamed on the storm and
its aftermath. The blizzard

lashed the US eastern seaboard
with gusting winds, icy tem-
peratures. and record snowfalls

of as much as 30 inches.

Most deaths were due to

heart attacks while shovelling

snow or to traffic accidents,

officials said. Several people
were sent to New York hospi-

tals with carbon monoxide poi-

soning after sitting in cars

with engines running and
exhaust systems blocked by
snow.

New York airports were back
in business by mid-morning
after snowploughs cleared 20-

foot snowdrifts overnight But
a backlog of cancelled flights

meant travel would take up to

three days to return to normal,

officials said.

“We have a ripple effect," Mr
George Marlin. Port Authority

chief, said. “We have flights

from Asia that have been in

Anchorage. Alaska, since Sun-
day, and we have dozens of
flights from Europe that have
been sitting in Montreal"
Runways were reopened at

Philadelphia and Boston, while

airports in Washington and
Baltimore were scheduled to

reopen in the afternoon with
limited service.

In Washington the federal

government remained closed

for a second day.

The post office planned to

resume mail delivery,
suspended on Monday in Phila-

delphia, New York, Washing-

ton and Boston. But most
schools remained closed, busi-

nesses struggled with skeleton

staffs and mass transit systems

laboured with too few trains

and too many passengers.

Officials in New York and
Boston pleaded with residents

to stay at home or at least stay

off the streets. City residents

used skis, snowshoes and even
snowmobiles to get around.

Snow snarled the morning
rush hour from Washington to

Boston as buses crept along icy

roads and commuter trains got

stuck. Trains in the New York
suburbs were so infrequent

and so crowded they were
forced to bypass stations

already jammed with frus-

trated commuters who had
been waiting for hours.

Accuser who won't go away: Paula Jones, of President Clinton's
home state, still alleges sexual harassment by him Rom: new

Clinton to appeal

Jett to contest alleged fraud and record-keeping offences

Ex-Kidder bond trader

faces SEC civil charges
By Richard Waters
in New York

The Securities and Exchange
Commission yesterday
announced civil charges
against Mr Joseph Jett, the for-

mer bond trader who was
accused in 1994 of conjuring up
S350m of false profits at Kidder

Peabody, the Wall Street firm.

The US's chief securities reg-

ulator also filed charges
against two former executives

of the US investment bank, Mr
Edward Cerullo ami Mr Melvin

Muffin. Both had been critic-

ised in a report commissioned
by Kidder for failing to super-

vise the trader adequately.

By filing an administrative

complaint, the SEC will not
have to present its case before

a jury - potentially a difficult

task, given the complexity of

Mr Jett's trading strategy.

The trader was sacked by
Kidder over billions of dollars

worth of transactions in the

bond markets which, the bank

claimed, were undertaken

solely to generate the illusion

of profits which had not been

earned. The bank accused Mr
Jett of using a loophole in its

accounting system to create

the "profits".

For his part. Mr Jett has
claimed he was asked by his

superiors to undertake the

trades, and that everything he

did was clearly visible to Kid-

der managers.
The SECs complaint accuses

the former trader of securites

fraud and record-keeping

offences.

A spokeman for Mr Jett said

yesterday that the former Kid-

der trader was being made a
scapegoat and would contest

the charges.

Mr Jett's spokesman also

claimed the SEC. which is nor-

mally run by five commission-

ers, lacked a sufficient quorum
to bring the charges. The
agency currently has only two
commissioners, because of a

round of departures, and the

appointment of replacements

has been delayed by political

wrangling in Congress.

Mr Jett has made it clear

that he intends to use the fact

that he is black as an issue in

his defence. In the opening sen-

tence of a defence filed with

the SEC last autumn, lawyers

for the former trader termed

him “perhaps the most promi-

nent African-American trader

on Wall Street".

In the defence. Mr Jett's law-

yers argued that all the dis-

puted trades were entered

accurately in Kidder's records,

and that it was the bank, not

the trader, who designed the

accounting system.

The discovery- in April 1994

that Kidder's profits had been
inflated triggered a crisis at

the investment bank. This, and

the bond market collapse of

1994. eventually led the bank's

parent, General Electric, to sell

the bulk of its operations to

PaineWebber, the US invest-

ment bank.

over sex case Brazil turns collector
President Bill Clinton's lawyers said yesterday they would
appeal against a decision by a US court which gave the green
light to a sexual harassment suit against him, writes Patti

Waldmeir in Washington.

The appeal process, which could take months, wjQl probably let

the White House avoid political embarrassment from the suit

until after the presidential election in November.
Mr Clinton's lawyers have argued that, while serving as presi-

dent; he should not be forced to testify in the case brought
against him by Ms Paula Jones, a former Arkansas state

employee. Yesterday, however, a federal appeal court panel
rejected this argument: “A sitting president is not Immune from
civil suits far his unofficial acts.”

Ms Jones alleges that Mr Clinton, when governor of Arkansas,
sexually harassed her during an encounter in an hotel hi the

state in 1991. Mr Clinton denies any such encounter took place.

Yesterday, Mr Clinton's lawyer, Mr Robert Bennett, said he
would appeal as far as the Supreme Court, if necessary. Mr
Bennett has argued that allowing the case to proceed would
establish a precedent of exposing sitting presidents to lawsuits

filed by those who disagree with their policies.

Mr Bennett now has two weeks to appeal against the three-

jndge panel’s decision by asking the frill circuit court of appeal

to consider the matter.

If the fall appeal court agrees, both Mr Bennett and Ms Jones’s

lawyer would be able to argue their cases again - a process that

could take months.
If the circuit court declines to hear the case. Mr Barnett then

would have 90 days to file an appeal with the Supreme Court
“It is a case I would expect they would hear,” he said. “You

have some very important constitutional issues here.”

of money owed abroad
By Angus Foster In Sdo Paulo

After more than a decade
asking for its own debts to be

forgiven or restructured. Brazil

has turned from poacher into

gamekeeper and is getting

tough over nearly $6bn it is

owed by other governments.

Most of the debtors are in

Centra] America and Africa. In

total, Brazil is a creditor of 50

states. The government admits

that recovering money from
many of the cash-strapped
countries will be difficult. One
official compared the task of

tracking down and trapping
debtors to an “African safari".

“The majority of these coun-

tries are poor. Many have
already closed accords with
Brazil but foiled to keep them,”

said a central bank spokes-
woman.
Brazil's own foreign debt

position was regularised in

1994, when it became the last

of the big Latin American debt-

ors to complete a Brady-style

restructuring of nearly $50bn

of commercial debt The deal,

named after Mr Nicholas
Brady, US former treasury- sec-

retary. appeared to bring to an
end Brazil's decade-long debt
crisis. The country's sovereign

debt risk has since been raised

by ratings agencies.

Even so, many of the com-

plaints Brazil is now making
against other countries will

raise wry smiles among US and
European commercial bankers

involved in Brazil's debt crisis.

Poland is Brazil's biggest

.debtor, owing £L4bn but up to

date with repayments. Most of

the debt was contracted in the

1980s as trade finance. Angola,

like Brazil a former Portuguese
colony, owes just under $lbn
and is meeting debt repay-

ments through oil exports,

Of more concern are coun-

tries such as Mozambique,
which owes $307m, and such

smaller debtors as Senegal.

Ivory Coast and Guinea-Bissau.

“With some of these coun-

ties. we’ve tried to enter into

contact but they don't even

reply. We face all sorts of prob-

lems with bureaucracy and a

lack of communication," the

spokeswoman said.

Surinam, one of Brazil's

smallest debtors with $69m
outstanding, has been removed
from the watch list after a
restructuring was agreed last

week.

Brazilian law does not let

write off capital owed or par-

don debtors. But the govern-

ment has found other ways to

ease debtors' problems, includ-

ing preferential interest rates

and extensions to debt maturi-

ties. the spokeswoman said.

TENDER NOTICE

UK GOVERNMENT ECU
TREASURY NOTES

For tender on 16 January 1996

1. The Bank of England announces the issue by Her
Majesty's Treasury of ECU 500 million nominal of UK
Government ECU Treasury Notes, for tender on a bid-yield
basis on Tuesday, 16 January 1996.

2. The ECU 500 milBon of Notes to be issued by tender
will be dated 23 January 1996 and will mature on
26 January 1999.

3. Notes will bear an annual coupon payable on
26 Januaiy, starting on 26 January 1 997. Payment fo
Notes allotted in the tender will be due on 23 January 1996
4. All tenders must be made on the printed application
forms available on request from the Bank of England.
Completed application forms must be lodged, by hand, at
the Bank of England, Customer Settlement Services
(formerly Securities Office), Threadneedle Street,
London not later than 10.30 a.m., London time, on
16 January 1996.

5. Tenders must be made on a yield basis (calculated on
the basis of a month of 30 days and a year of 360 days}
rounded to two decimal places. Each application form must
state the yield bid and the amount tendered for.

6. Each tender at each yield must be made on a separate
application form for a minimum of ECU 500.000 nominal.
Tenders above this minimum must be in multiples of ECU
100,000 nominal.

7. Notification will be despatched on the day of the tender
to applicants whose tenders have been accepted In whole
or in part. For applicants who have requested credit of
Notes in global form to their account with ESO, Euroclear or
CEDEL, Notes will be credited In the relevant system
against payment. For applicants who have requested
definitive Notes, Notes will be available for collection at
Customer Settlement Services, Bank ol England after
1.30 p.m. on 23 January 1996 provided clearednjnds have
been credited to the Bank of England's ECU Treasury
Notes Account No. 59045828 with Lloyds Bank Pic, Bank
Relations

‘

London E_

has received satisfactory
collection. Definitive Notes will be available In amounts of
ECU 1,000, ECU 10,000, ECU 100.000, ECU 1,000,000
and ECU 10,000,000 nominal. If any applicant whose
tender is accepted has requested definitive Notes, other
applicants whose tender has been accepted and who
requested Notes In global form may nevertheless be
required to accept definitive Notes under the rules and
procedures of Euroclear and/or CEDEL. In such event,
such definitive Notes will be held by the Bank of England as
the specialised depository for Eurodear and/or CEDEL, In
such denominations as the Bank of England may
determine, for such applicants who requested Notes in
global form.

8. Her Majesty's Treasury reserves the right to reject any
or part of any tender.

9. TTie arrangements for the lender are set out in more
detail m the revised Information Memorandum on the UK^vemment^ECU TVeasury^Note programme issued by the

9 Januaiy
.

tender vrift be subjec k.w-w,m.» M »« ,

Memorandum and to the provisions of this notice.

P0 ^Januaty 1996 ECU 600 million nominal of Notes
win be allotted to flie Bank of England for the account of the

SfflHRflKSfW AccounfCEEA*). ECU 50 million
nominal ol these Notes will be retained by the Bank of
England tor the account of the EEA and may be available
tor sale arid repurchase operations with the market makers
listed in the Information Memorandum. ECU 550 million

sate and repurchase operations' 'with the market' makere
listed in the Information Memorandum,* these Notes will not
be sold other than by tender.

11 . Copies of the Information Memorandum mav be
obtained at the Bank of England. UK Government ECU
Treasury Notes are Issued under the National Loans Act
I SJDOi

Bank of England
9 January 1&B6

SEND USYOUR
OWN PAPERCLIP

And while you are at it, please attach your

cheque to fund more Macmillan Nurses

in the fight against cancer.

(Did you know over one million people

are living with it?)

Cheque amount £ made out to 'CRMF (FI)’

Send to:

CRMF FREEPOST LONDON SW3 3BR
THE

Macmillan
APPEAL

Cancer Relief Macmillan Fund exists to support

people with cancer and their families.

RcgA. Charity No 261017

CONTRACTS & TENDERS

Announcement For Pre-Qualification
From

Eregli Iron and Steel Works Co. (Erdemir)
Turkey

0 Announcemenl n hereby mads tot tha pr»<|ua«ficanon of Mo I Demins ratted
Waiar Plata lor Power House and ModamiMijafl erf Ccrtmuous Cauing Faeroes
No 1 end 2 it 0u» imegraicd wool ptani located ai Kjft EieQSmJRXE r.

II) PROJECT NAME. NOJ2 DEMINERALISED WATER PLANT FOB POWER HOUSE
This plan! win ds wnsriuctM cm Tum-nay baas and sfufi have a capacity erf <iW
mj/hi . 2 Drum) composing ol Hlors. CaUon oichangar. antfn exchanger, de-

Basricacwn syafem. nesting unit cftartcal lasting i/stem. centralised control

system.

III) PROJECT NAME: MODERNISATION OF CONTINUOUS CASTING FACILITIES
NO. I AND 2.

This projoct (fiafi many cower tha supply erf engineering. equpmem. supervision
'

and technology trader la Improve Ow slao duality, process anomanori and io

'sauce the production cos ler the Continuous Carting Facilities No.1 and 2

tteEcnboabdow

Continuous Casting

Fadky No.l

COMCAST - SMS
September. I9na

SSOOOO lon/year

* 150 Km
Cowed
9.Um
18.9m

• 750-i.3DQmm

200mm

Continuous Casting

FaaBy No.2
CCNCAST-SIAITTOMO
May. 1902

550000 ron/yeet

ISO lor

Curved

9.8m
18.9m
l.000- 1 .600rrm
200mm

DcsifiradiSuppfcd By
Stan -up Osca
Capacity

HeaSos
Mould Type
Macrim Radius
Supported Length
Slab Width

Slab Thickness

IV) FINANCING

These piryecoi shol be financed ffirough ERDEMIRs own soirees andfor the

Supplier* cn>ii| turangemem

V) Only use pie-quakBed companies shall be invited to bid. Donments regarding [ho

ote-auafcNMijQn shjl be issued to those who apply m wnfing to ERD9WH by the

de% sutod befcw Delayed apgUcainns fix shell rot bo talon Into

cenodofauon and tips «n nd bo invited to bid

Vli 4wcabons in be made separately tor each proiea must be received ai we
lonagurvj address not lamrinan 1? t» hours TuWsh kwa Bnv; cf 25ih January 1396.

Thursday

ERDEMIR MOhENDELDC VE
YATIRNLAR GE»EL MOdOR YARDUKBJGJ
67330 KOI ETOGLLTURKEY

SUBJECT PRtOUAJJFTCATlON APPLICATION FOR (STATE THE NAME OF THE
PROJECT]

•liI
All OTnwxnderwa ahaH be tn the English Language

PERSONAL To Advertise Your Legal Notices

PUBUC SPEAKING Twmng and speech
wMmg byMan) wnnog speaker,

firstlesson tree. TO 101923 052288)

President

angry at

attack

on wife
President Bill Clinton would
like to pouch the nose of a
columnist who criticised his

wife, a spokesman said yester-

day, as the White House
reacted sharply to attacks on
Mrs Hillary Clinton's credibil-

ity, Reuter reports from Wash-
ington.

The robust White House
rhetoric came as new ques-
tions arose about Mrs Clin-

ton’s role In Whitewater - the
controversial financial and
legal dealings in her home
sate of Arkansas which have
dogged her and the president
- and about her part in the

dismissal in 1993 of seven
aides in the White House
travel office.

Mr Mike McCurry, White
House spokesman, said there

was “no factual basis" for Wil-

liam Satire's charge, in the
New York Times on Monday,
that Mrs Clinton was “a con-

genital liar”. He alleged incon-

sistencies in her statements
about Whitewater and the
travel office.

“Columnists have the right

to write what they want to,

even when it’s an outrageous
personal attack that has no
basis in fact The president if

he were not the president
would have delivered a mure
forceful response to that on
the bridge of Mr Saflre’s

nose,” Mr McCurry said. “The
president being president,
knows that he can’t possibly

do such a thing,” he added.
Safire’s charge stemmed

from the disclosure of legal

billing records that Indicate

Mrs Clinton played a greater

role in the Whitewater affair

than she has acknowledged.
She had told federal investi-

gators under oath she did only

limited legal work for Madison
Savings and Loan, an Arkan-
sas body that failed at a cost

to taxpayers of $60m, when
she was a partner in the Rose

Law Firm in Arkansas.

But records released by the

White House last Friday
showed Mrs Clinton billed the

savings and loan, owned by Mr
James McDougal, the Clintons'

partner in the Whitewater real

estate venture, for 60 hours of

work over 16 months.

Also, the White House has
released a memo that suggests

Mrs Clinton was the mover in

the travel office purge. She
has denied the allegation.

Land hunger in Brazil
Angus Foster finds efforts to redistribute farms
beset by heavy demand and slow processes

A fter a four-year fight,

the Brazilian govern-

ment’s land reform
agency is to give 55 families

living at Cajueiro, in the north-

ern state of Tbcantins, nearly

2,000 hectares of farmland they

occupied. The families invaded

the land, claiming it was not
being used. But it could be
months or even years before

their plots are marked out and
recognised by the courts, so
slow and underfunded is the

government's land programme.
“There is no reason for hap-

piness yet Just to have the

land doesn’t toll hunger," said

Mr Vandir Alves Silva, one of
the occupying farmers.

Concern about the slow pace
of land refram has risen, espe-

cially after at least io landless

farmers were killed by police

during a conflict in August last

year. Nearly 1,000 farmers,
their lawyers and union lead-

ers have been murdered in Bra-
zil over the last 10 years,
according to the church-backed
Pastoral Land Commission
CCPT)- Rural violence is one of
Brazil’s most serious social

issues.

President Fernando Hen-
rique Cardoso took office on
January l last year, pledging
to address the problem. He
wants, during his four-year
mandate, to resettle 280,000
families on land judged to be
unproductive. At first sight,

the target looks optimistic
because only 130,000 families
were resettled in the eight
years to 1994.

But the aim is modest Esti-

mates for the number of fami-

lies wanting land vary from lm
to 5m. while nearly 80 per cent

of Brazil's farmland is owned
by 10 per cent of the farmers.

The government claims it met
last year's target to resettle

40,000 families, but that is dis-

puted by landless groups.
Morale at Incra, the federal
agency charged with land

reform, has been low since the

resignation of its respected

president in November, amid
unrelated political in-fighting.

Mr Cardoso may yet be
helped by a downturn in the

agricultural sector. In some
northern states, farmers are
worried about falling land
prices and are offering to sell

out to the government rather

than contest land reform,
which requires holdings to be
confirmed as unproductive
before they can be appropri-
ated for settlement

Some big farmers also realise

that unequal land ownership is

damaging Mr AHamir Dezerra,

a big landowner in the state of
Tocantins, says smaller farms
provide more jobs and yield a
wider variety of produce. “The
very big properties must be
brought to an end. Farms big-

ger than, say, 10,000 to 12,000

hectares would be very ques-
tionable in my opinion."

Even so, the government's
plans are set to run into struc-
tural problems which suggest
laud reform will continue to be
hesitant and painful. Accord-
ing to some observers, Mr Car-
doso is continuing the stop-gap
measures of his predecessors,
who shied away from a genu-
ine reform of Brazil's land poli-

harvest peaks when prices are

low.

The rural credit system for

newly settled families is also

poor. Families receive loans of

up to 7,500 Reals (*7,750) for

buying basic equipment, but
further credit is not available

until the first loans have been
paid off which can take seven
years. Technical advice on
what to purchase is also weak.

Families in one village in
Tocantins were given less than

a day to decide what they
wanted, and were offered no
advice on which produce was
suitable lor the region or the

local market
Incra has also been plagued

by budget problems typical in

Brazil. "They can only act

BraaeB’s land reform: trying to stop op the pace

Famfllea settled by tecteraj govommunt (TOO)
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tries because of opposition from
rural elites and politicians.

One big problem is the legal
procedure for appropriating
land and the strains this places
on Owners of land determined
to be unproductive can quickly
plant a crop or move some cat-

tle and contest the ruling in

the courts, which have always
been sympathetic to big farm-
ers. The appropriation proce-
dure is also highly bureau-
cratic. In some cases, there
have been delays of eight years
before resettled families have
had their land marked out and
confirmed by the courts.

During this period, owners
and resettled families are
reluctant to improve the land
in case a court rules against
them. Incra is also unable to
install the necessary infra-

structure before the court con-

firmation. Resettled families
are often left on land many
miles from roads and schools,

with no storage facilities.

There is little incentive to
increase production since they
have to sell their produce at

when the money Has arrived.

They make lots of promises,
but they don't have toe cash,"

said Mr Xavier Plassat of the

CPT.
Incra is often criticised for

spending too much of its

money on administration.
Also, officials In some areas

are compromised because they

do not have their own trans-

port and rely on vehicles pro-

vided by big land-owners. In

northern Brazil, especially in

states such as Pari and Maran-

hSo, there is a surplus of offi-

cials in the cities and a short-

age in the countryside, where

conflicts over land take place.

Several Incra officials them-

selves have doubts about Mr
Cardoso's targets, such as the

plan to settle 100,000 families

during his final year in office,

“His target of 60,000 this year

suggests he needs a 60 per cent

increase in the of Incra's

staff. Where is be suddenly

going to find all these agricul-

tural engineers, legal and

administrative staff?" asked

one official.
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PM’s ally becomes ambassador to Bonn
By Robert Peston
and Bruc« Ctarit

Britain yesterday named its
new ambassadors to Germany
and France, and with the
appointments Mr John Megor,
the prime minister, loses his
most important press and
media adviser as he enters the
vital last phase in the lifetime
of his government
Mr Christopher Meyer, the

prime minister's press secre-
tary for the past two years. Is
to become British ambassador
in Bonn. He will be replaced by

bis former deputy, Mr Jona-
than Haslam, now head of
information at the Ministry of
Agriculture.

Mir Meyer became adept at
crisis management as the gov-
ernment lurched from one
domestic disaster to the next,
including asserted allegations
of ministerial impropriety, the
climbdowu on privatising the
Post Office, the Commons
defeat over the imposition of
value added tax on fuel and the
whittling away of the govern-
merit's majority.

He has diligently followed

the convention, that, as a
career government officer, he
should not get involved in
party politics, leaving Tory
party affairs to the director of

communications at Conserva-
tive Central Office.

Mr Meyer said yesterday that

be took the Downing Street job
on the dear understanding
with the prime fnfajgtpr that

he would not do it for more
than two years. The prime
minister said he was ‘'sorry to
lose Chris, who has done an
excellent job as my chief press

secretary'
1

.

Before joining the Downing
Street team. Mr Meyer, 51, was
deputy head of mission in the

Washington embassy, having
spent almost 30 years in vari-

ous foreign office postings.

There is an unusually lo»g
time lag between Mr Meyer’s
departure from Downing
Street, at the end of this

month, and his move to Bonn
at the beginning of 1997. How-
ever, Mr Meyer said that he
needed the time to immerse
himself in German affairs and
bring his German hSCk up to

scratch.

He is taking the appointment
at a sensitive time, when he
will have an fnfTngntiai role in

negotiating with Germany over
the European Union’s future,

monetary union and the Euro-
pean Fighter Aircraft. Mr
Meyer is also likely to oversee
the relocation of the embassy
from Bonn to Berlin.

The Foreign Office also con-

finned yesterday that Ur Mich-
ael Jay, deputy under-secretary
at the Foreign Office, is to
became Paris ambassador.
The new appointments, plus

the recent despatch of Mr Step-

hen Wall, 48, as envoy to the

EU. will leave Britain's key
European posts in the hands of

young diplomats firmly loyal

to Mr Major. Mr Jay was
regarded as one of the archi-

tects of the Maastricht agree-

ment in 1991 - helping to

secure opt-outs for Britain on
some of the key provisions -

while Mr Wall is a fanner pri-

vate secretary to Mr Major.

In the past, the post of
ambassador to Paris has been
awarded to veteran diplomats

in their final years before
retirement at 6a

The a> Massaari affair
; Dissident 'thorn in the flesh" awaits outcome of appeal against deportation order

Saudi nerves soothed by governmerit’s action
By Bernard Gray
and Roula Khafarf

While the decision to deport
Mr Mohammed al Massaari,

75 the dissident Saudi refugee,
has caused a storm in the
media now, the issue has been
a thorn in the flesh of the Brit-

ish government and companies
for over a year. It has excited
what those in the government
machine and industry who are
involved with Saudi Arabia
dislike most: publicity.

Britain's trade and defence
relationship with Saudi Arabia
is seen by the government and
companies as one of the UK’s
most important alliances. Gov-
ernment and industry have
worked closely together to cul-

tivate a relationship which has
been worth well over £20bn
($30.Sbn) to the UK in the past
decade.

Yet given the obsessive
secrecy of the Saudi regime,
the sensitivity in Whitehall
often goes so for that officials

and companies refose to dis-

cuss any element of their
involvement with the kingdom.
At the heart of Britain’s rela-

tionship with Saudi Arabia is

the. Al Yamamab arms deal.

Originally signed in 1985, it is

an agreement between the
Saudi and British governments
to swap oil for arms. Saudi

' Arabia diverts a set level of oil,

now running at 600,000 barrels

a day, to accounts of the Wank
of England, which is then sold

on to the oil market by BP and
Shell. The proceeds go to Brit-

ish arms companies as they
-
/

meet milestones in supplying
defence equipment to Saudi
Arabia! -* 11

.
=—•

The Saudis have a long
“wish list" of items which they
would like from this oil reve-

nue. which has thus for been
dominated by military aircraft,

principally Tornado fighters

and bombers.
British Aerospace has. been

running the commercial end of

Al Yamamah an behalf of the

government since the deal was
originally signed, and mest of

the equipment supplied so far

Mohammed al Massaari, the Saudi dissident who has been ordered to leave Britain for Dominica, at his London home

While Mr al Massaari’s cause has been
taken up with gusto by leftwing Labour
backbenchers, the opposition party lead-

ers have been somewhat half-hearted in

their criticism, John Kntapfaer writes from
Westminster. The trouble, as they
acknowledge, is that there are few votes

in tainwg up an issue that could have
negative repercussions for British work-
ers- With 400,000 people employed in the

defence industry , one of the UK's most
buoyant export sectors, the finer princi-

ples of human rights have been put into

perspective. “It’s a difficult case and not
something we want to get too hung up
about," said a Labour official.

Both parties admit the decision has
been as awkward to defend as it was to

attack. Government ministers have con-

ceded, however, that once again they have

miiBwH a trick in wpi»<ninp the
Canght off guard by the original newspa-
per leak last week, the government infor-

mation mgrfirna never regained the initia-

tive. Miss Ann Widdecombe, Home Office

minister, displayed unusual candour for

ministers in such situations by making
dear the dBriyinn was takan specifically

to bolster relations with Saudi Arabia,

one of Britain’s dosest Golf allies.

has been BAe aircraft or air

base services. Al Yamamah is

now worth over £2bn a year to

BAe, and the company has
4,000 expatriates working on
the contract in Saudi Arabia,

most of them at the vast Dhah-
ran air base.

However, other companies
have ’incrteasihglYTbeeriJYfyifig"

to get a piece of the action. The
biggest proposal at present is

for a £3bn British armoured
brigade of around 150 Chal-

lenger tanks, which would he
made by Vickers, and 80 War-
rior armoured fighting
vehicles, produced by. GKN.
There are also proposals to sell

GKN Westland EH101 trans-

port helicopters to the King-

dom. while Vosper Thomycroft
has already built three mine-

Tory MP may
withhold support

from government
The crumbling

H Conservative
administration
led by Mr John

dealt a further

blow yesterday

when one of his party’s MPs
warned that he could not guar-

antee loyalty to it in all votes

in the House of Commons, our

Political Staff writes. Mr Peter

Thumham, who is threatening

to stand as an independent

candidate at the next general

election, made clear he might

register his dissatisfaction in

the division lobbies. Asked

whether Mr Major could count

on bis support in key votes, Mr

Thumham told the Manchester

Evening News: “I will take

each issue on its merits."

His warning is another set-

back to the government, whose

technical majority of three will

fall to one if the Conservatives

lose two looming by-elections.

The first contest, in a seat

always won with a big major-

ity wy the opposition Labour

party, will be on February 1.

The Conservatives are also

expected to lose a seat m South

East Staffordshire winch they

held until the death of the MP

Nicholson a

Conservative MP who defected

to the centrist Liberal Demo-

crat party late last yisr. sat on

her new party's benches “ toe

Commons for the fhst time

Yesterday. She accused Mr

Michael PortOlo, defence secrj

tirv. of being “cowardly^. and

Scared the prime minister

to a piE being led to market

Referring to senior right-

wingers in the cabinet, Miss

Nicholson said: "It is they who

have pulled the prime minister

around like be has a ring on

m nose - like a Pig to

market."

As the Commons returned
after its Christmas break. Miss
Nicholson invited other dis-

gruntled MPs on the Tory left

to join her on the apposition

benches. “Once you have
swum through the filth spewed
out by Conservative Central

Office, you find you’re in clean

water and can swim freely, and
say what you think.” Mr Major
said of Miss Nicholson's defec-

tion: “I believe that she has
made a decision which she will

come to regret"

Mr Tony Blair, Labour
leader, claimed Mr Major’s sug-

gestion that privatisation of

the Post Office could be
revived in the Conservative
manifesto was another sign
that he was pandering to the

Tory right which wanted “to

privatise anything and every-

thing".

But Mr Major rebuffed

Labour calls that he holds an

early general election, arguing

that his government’s mandate
ram<- from a record number of

voters at the last general elec-

tion.

• One of the Labour party's

leading thinkers on welfare

reform yesterday stepped up
the pressure on Mr Tony Blair,

the party leader, to back the

introduction of compulsory pri-

vate pension provision.

Mr Frank Field, chairman of

the Commons social security

committee, said a universal

and compulsory pension

scheme was the only means of

resurrecting Britain’s

“broken-backed" welfare

system. Mr Field claimed that

Mr Blair’s speech earlier this

week praising some features erf

Singapore' s compulsory

Pension system was one of the

strongest indications yet that

his own ideas were being taken

seriously by party
policymakers.

hunting ships under the Al
Yamamah programme, and is

looking for an order for three

more.
These deals, particularly the

armoured brigade, are for from
being signed, and Vickers will

take its Challenger 2 tank to

Saudi Arabia for trials no ear-

ner than the' summer. While
the companies jockey for posi-

tion, the British marketing
effort is co-ordinated by the
Defence Export Sales Organisa-

tion (Deso), an arm of the Min-
istry of Defence. Deso is run by
Mr Charles Masefield, who

. came from BAe, and is credited

with being a highly effective

salesman. Sir Colin Chandler,

now Vickers chief executive,

was a previous head of Deso
and was also closely involved

Waterway
invader
heads for

the table
By Alteon Maitland

in London

It is i ferocious predator and
can grow to as large as 1.3m.
French and Scandinavian din-

ers regard it as a deBcacy and
it could catch on as a
high-class alternative to
Britain’s traditional cod and
chips (French fries).

The Zander is a sharp-
toothed freshwater fish
introduced to Britain from
mainland Europe 20 years ago.

It is now wreaking havoc with
native roach and bream in
Britain’s rivers and canals.

British Waterways, which
runs the 3JHWkm canal sys-

tem. yesterday admitted defeat

in its battle to curb the bur-

geoning population and
taimeiipd a campaign to serve

It up ou a plate.

“We’re hoping we may get

some serious inquiries from
restaurants," said Mr Jona-
than Briggs, British Water-
ways conservation ecologist

The organisation has been
culling thousands of Zander
each year while select restau-

rants have had to rely on
expensive imports.

Mr Sylvan Ho Wing Cboeng,

the Mauritian chef at Jason’s

fish restaurant in London’s

little Venice. saMb “We’d love

to have British supplies so we
could offer Zander d la carte

rather than as a special." He
enthused: “It’s my favourite

freshwater fish.

Harrods. the London store,

the fish imported from
the Netherlands at more than

S20 a kg.

Niche markets are growing.

Mr Simon Newnes, a wholesale

fish merchant at Billingsgate

market in London, said Japa-

nese restaurants in Britain

had become his main Zander
customers.

in designing the original Al
Yamamah deal, along with Mr
Dick Evans of BAe.
Serious Saudi discontent

over Mr al Massaari’s attacks

began about a year ago. He has
been bombarding kingdom
with faxes detailing tales of
royal fondly corruption and
wild • sexual behaviour.
Although for the most part
harmless - sometimes the sto-

ries seem closer to fiction than
feet - the propaganda cam-
paign was a source of irritation

and embarrassment to the
Saudi government particularly

to Prince Sultan, the long-

serving defence minister who
is dose to the west and who
has been accused by Mr al

Massaari of corruption in aims
deals.

A number of factors sewn to

have combined to heighten
Saudi fears pressures and
finally push the British govern-

ment to take action. First
according to people involved in
Britisb-Saudi trade, two avfl-
ian contracts that should have
gone to UK companies went
elsewhere. This raised fears

among defence contractors
that they may eventually suf-

fer a similar fate and led to a
stepping up of their pressure

on the government
The focus of complaints

about corruption has always
been the Saudi ministry of
defence, where the sensitive

nature of the business requires

that the size of the contracts be
be kept out of the public
domain, thus making them

more difficult to question and
more prone to speculation.
Although agents and commis-
sions are not allowed in
defence contracts under Saudi
law, businessmen and experts

on Saudi Arabia say this is pre-

cisely where the biggest com-
missions are paid to members
of the royal family represent-

ing foreign firms. Mr al

Massaari’s attacks were thus
hitting a sensitive spot
British companies did not

face direct threats of lost busi-

ness as a result of Mr al

Massaari’s activities. But they
were left in no doubt, in the

foot-dragging over deals which
seemed done, about the Saudi
view of his presence in Britain.

Lobbying from companies
has had its impact, but the
British government has been
struggling over the legal and
moral aspects of the problem
and, perhaps more impor-
tantly, the storm of publicity

that deporting Mr al Massaari
would cause.

What seems to have tipped

the balance is not the replacing

of King Fahd by Crown Prince
Abdullah, who is viewed as
more conservative, but the
bombing at the US-staffed

Saudi National Guard commu-
nications centre in Riyadh in
November, which increased
Saudi and US sensitivity to

political opposition.

Now that Britain has decided

to act, Saudi naves seem to

have been soothed. Some exec-

utives even report that the sub-
sequent row has not been
received badly by Saudi
authorities, but it is seen as
demonstrating that the British

government’s cautious
approach to acting against Mr
al Massaari was not simply an
excuse for inaction.

What everyone including
manufacturers, the Saudi and
British governments and Mr al

Massaari himself, are waiting

to see, however, is what hap-

pens when his case comes to

appeal. If he leaves, the row
will die down. If he is allowed
to stay in Britain, this row will

continue fee* much longer.

Accountants urge action

to combat fraud ‘menace’
ByAn Kefiy,

Accountancy Correspondent

The UK’s senior professional
accountancy body yesterday
wrote to the home secretary,

urging him to consider setting

up an independent panel to co-

ordinate the fight against
fraud.

The Institute of Chartered
Accountants in England and
Wales, which has more than
100,000 members, said fraud
cost British Industry up to
£lDbn (gi5.4hn) a year and was
a “growing menace,"
“Despite continuing efforts

to combat fraud, Britain still

lacks adequate legal and law
enforcement machinery." said

Mr Gerry Acher, chairman of
the institute’s audit faculty.

“There is complacency in busi-

ness: there is still no modem
consensus about the role of the
auditor."

Mr Martyn Jones, a partner
with Touche Boss and one erf

the authors of a report pub-
lished by the faculty yesterday,

said it was hoped that the
accountancy profession could
act as a “catalyst" to bring
about reforms. “The time has
come to try put together a
framework in this area," he
said. “The credibility of the UK
as a financial centre depends
on keeping fraudsters at bay."

The institute has sent Mr
Michael Howard, the home sec-

retary. a copy of the report,

which was commissioned by
the audit faculty from three
experts on fraud. The report

has been praised by the audit

faculty - although it has yet to

be fully endorsed by the insti-

tute.

The report urges the govern-

ment to:

• Set up a Fraud Advisory
Panel The authors want the

forum to produce reports for

government on reform bring-

ing together interested parties.

• Designate a lead depart-

ment to co-ordinate the govern-

ment’s anti-fraud strategy.

• Appoint the home secretary
r.hnirrjian erf a ministerial com-
mittee on fraud bringing
ngpftier several departments.

• Create a l^al duty for regu-

lators to report on suspected
fraud to auditors. “You can
have a situation where an
audit is undertaken in the
dark," said Mr Jones. “The
only winners are the fraud-
sters."

• Strengthen the law against
knowingly misleading audi-
tors.

• Direct the Law Commission
to review the law on fraud.

The report says losses by
fraud in 1992 were £&5hn com-
pared to £500m for reported

burglary.

UK NEWS DIGEST

‘Union jack’ row
clouds sale of

N Ireland airport
Unionist politicians in Northern Ireland will oppose any move
by Aer Rianta, the state-owned airports authority in the
Republic of Ireland, to acquire Belfast City Airport in North-
ern Ireland. Mr John Taylor, deputy leader of the Ulster

Unionist party, said last night that a bid from Aer Rianta
“would not be welcomed". He added: 'T suppose they would
refuse to fly the union jack at the aiiport." The Ulster Union-
ists are the largest pro-British party in Northern Ireland. New
bids emerged for the airport after Britain’s Monopolies and
Mergers Commission blocked a proposed merger with Belfast's

International Airport. Aer Rianta is said to be among parties

in discussion with Barclays de Zoete Wedd, acting for Short
Brothers, the owners of the city airport.

A consortium led by Mr Jack Walker, the owner of Black-

bum Rovers Football Club in England and controller of Jersey
European Airlines - one of three carriers which use the city

airport - is said to have “expressed an interest". An official at

Aer Rianta in Dublin said no bid had so far been made for

Belfast City Airport. But the company was "looking at all

opportunities.” John Murray Broun, Dublin

Accountants are busy lunchers
Accountants are out to lunch again. A survey conducted for n
big London hotel found that of 100 respondents 52 lunched
more often than they did three years ago. The survey, carried

out by Focus Communications for the Athenaeum Hotel, also

asked similar samples of lawyers, advertising executives and

Business lunches

Hoar oftan per wsek do you
attend a business tuneJi?
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property surveyors in the capital's West End about their lunch
habits. Lawyers lunched least, drank least, and usually
in-house. Advertising people received the most free lunches
and would travel furthest to eat them. Accountants hosted the
greatest number of lunches and the most costly, preferring

cafes and brasseries. Most accountants spent less than 15

minutes travelling to lunch. They also drank the most alcohol

compared with the other professionals - 52 per cent said they
always drank at lunch, although most said they drank less

than three years ago. A third of the time over lunch was 1

usually spent on business while 56 per cent admitted that

lunch is sometimes abused as a business practice.

Jim Kelly, Accountancy Correspondent

GM workers to vote on pay
The 7,200 manual workers at the Vauxhall offshoot of General
Motors are to vote on the three-year pay deal which was
overwhelmingly rejected last week at factories in the English

towns of Luton and Ellesmere Port The Transport and Gen-
eral Workers' Union will not make a recummendatinn in the
ballot on whether its members should accept the company’s
offer of a 45 per cent rise now followed by an increase in line

with inflation over the next two years as well as a one-hour
cut in the 39-hour working week. The AEEU engineering and
electrical workers’ union will recommend acceptance. Mr Tony
Woodley, chief negotiator with the transport union, said Vaux-
hall had made clear the offer would not be improved even if

there was a strike.

Andrew Bolger. Employment Correspondent

Road protestors claim victory
The first day of work on the controversial bypass round the

southern England town of Newbury had to be abandoned after

a protest immobilised security guards. At the moment the A34
road from the south coast port of Southampton to the English

An anti-road protestor climbs on to a makeshift tripod

to blockade security guards In their compound
Midlands passes through the Newbury, but the proposed
bypass would cut through unspoiled countryside. Demonstra-
tors mounted on large metal tripods blockaded about 400

security guards in their camp. Protestors are calling the dis-

pute the “Third Battle of Newbury". The first two were fought
between the forces of King Charles 1 and his Roundhead rivals

in the 1640s. The A34 is one of the busiest roads taking traffic

from France to the industrial regions of England. PA News

Landmarks excite interest: Interest in two of Britain's most
famous landmarks has been strong since they went on sale on
Monday, said Mr Nigel Talbot-Ponsonby, chairman erf Humbert
Leisure, the firm handling the sale. Land's End at the far

south-west of England and John O’Groats on the northern tip

of the Scottish mainland are being sold together by Gulf
Resources Pacific of New Zealand. “We will be meeting repre-

sentatives of overseas investors and British leisure operators
in the next few weeks,” said Mr Talbot-Ponsonby.

This really is tunnel operator’s crunch year
By WICam Lewis

and Geoff Dyer

. At the
beginning of

f Cllfift l each of the
f ClmU 1 past two years,

IT1JWB./ City of LondonV J analysts
insisted that

this was the crucial year for

Eurotunnel, the crisis-

ridden operator of the Channel
tunnel between England and
France. But 1996 really is the

“make-or-break year" for the
Anglo-French ramparry which
in September 1995 announced
it had suspended interest pay-

ments on £8bn ($l&32bn) of
debt and was entering negotia-

tions with its hanks to rear-

range its finances.

If, daring this year, tt foils to
reach agreement an a financial

restructuring with its unwieldy

syndicate of 225 banks, ft faces

being put into administration.

Given recent suggestions from
Eurotunnel that these crucial

negotiations were - after four
months - still at a “prehmi-

ricy stage", shareholders can
-ypect many more months of
uncertainty.

Sir Alastair Morton, co-

chairman of Eurotnnnel,
admitted tn a recent interview

that the company had endured
a “rocky year", but insisted it

would not be put into adminis-
tration.

On the important question of
whether any restructuring
would involve the banks swap-
ping part of their debt for
equity, thus diluting existing

shareholders. Sir Alastair
would say only: “We have to
decide how to reallocate over
time the proportions of debt
and equity."

Even if an agreement on a
new financial structure were
readied with its four main
banks, "we will have to detail

it and document it, and then
put it to a vote of all 225

banks”, he said. "A conversa-

tion has begun, but it has not
got anywhere yet"
Information about Euro-

tunnel’s finances and
operations will be released

today. Sir Alastair said that

since September, “the main
achievement has been to

steady the banks". The banks
say they will now wait until

they see the company's finan-

cial plan before maiHng any
rimsinna.

There have been fears that

Japanese banks, which hold
about 25 per cent of the compa-
ny’s debts, might scupper the
restructuring due to their

reluctance to provide against

their Eurotunnel exposure.
According to Mr Anthony Jar-

rett, who heads the group of
agent banks: “Japanese banks
will not tell me if they have
written the debt off."

On the company’s financial

position, Mr Jarrett said: “Fail-

ure is the wrong word, rather
increasing financial difficul-

ties."

In the meantime Eurotunnel
insists it has been “business as
usual”. Sir Alastair said the
number of vehicles using Le
Shuttle trains which cany cars
between English and French
ports “rose through the
autumn; we are even more
sure now that it is going to

make money." Mr Jarrett
agrees that operations are
improving.

Eurotunnel has dropped its

Initial objection to the idea of a
merger of the cross-Channel

ferry operations of P&o and
Stena, Eurotunnel's main com-
petitors. However, at present, a
competition agreement pre-
vents the ferry operators from
even discussing a merger, and
they say they have no such
plans. The level of capacity
being put in place by the fer-

ries for 1996 is “barking mad”,
Sir Alastair said. The ferry
companies say they are confi-

dent the growth in the total

market wifi compensate for the
impact of the tunneL
Over the summer Euro-

tunnel was able for the first

time to cover operating costs
and capital expenditure out of
cashflow. However, it is a long
way from being able to pay its

interest bill, which is piling up
at about £G0m a month. Losses
after interest and tax In the
first six months of the year
were £4&L5m,



THE COMBINED STRENGTHS
OF FORTIS

Take a few companies at random, put

rhem together, and what have you got? Just a

list ot names.

threat:, five years ago. Fords didn't exist. really quite simple: it is a matter of combining know-how and resources. And an excellent

Today, Fords has a balance sheet total of some strengths.

ECU 115 billion, and is one of the world’s

But if you can make these same com- largest financial service groups.

panics work together in die right way, then

you create somediing that can stand up to anv

Few companies can match such a per-

formance. Yet the basis for this success is

In 1990, the Dutch bank-insurer

AMEV/VSB, and Belgium’s largest insurance

company AG, decided tojoin forces.The result

was Fords. A unique, strategic combination of

basis for further growth, whether internal or

through acquisitions.

Now Fords has more than 100 com-

panies active in the fields ofinsurance, banking

and investment. In all parts of the world.

Individually, each company has a strong

position in its home market.

Following the Fords principle of free-

dom with discipline, they carry on doing what

they do best. While preserving their

individual character and specific qualities. And
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BUSINESS AND THE ENVIRONMENT
Greenpeace’s new head outlines the

campaigners’ strategy for working

with business, writes Sheila Jones

Industrial

relations

T
hilo Bode, the new head of
Greenpeace Internationa],

is amused by the sugges-

tion that the organisation
today looks more like a Goliath
than a David.

“If we were Goliath it would
mean we had won. I wish we were.

But no, we are still a very small

David.™

Greenpeace has grown rapidly
since starting as a small, militant

organisation in 1971 taking on big

business and government on the
environment Now in its 25th year.

Greenpeace employs 900 staff in 31

countries: it has an annual budget
of about Sl2Crm <£78m). reserves of

$i0m and more than 3m supporters
worldwide.

In recent months, the organisa-

tion has been accused by insiders

and outsiders of being bureaucratic,

secretive, even untrustworthy. Its

tactics have been questioned in

campaigns against French nuclear
testing in the South Pacific, where
its two flagship vessels were seized,

and against Shell's plan to dump
the Brent Spar oil platform in the

North Atlantic. Its income and
membership look high, but they are

well below their peak years.

Bode acknowledges that recent
events have threatened Green-
peace's credibility. He is not
unabashed. But he points out that,

among other things, the French
have agreed to sign a comprehen-
sive test ban treaty in 1996, after

years of campaigning, and that
Shell has reversed its decision to

dump the Brent Spar at sea.

One of Bode's first tasks as inter-

national executive director has been
to continue the streamlining under
way in the organisation: trimming
the budget - “sustainable cam-
paigning is possible only on solid

reserves” - and cutting staff, by
about 100 in the past year. Another
priority is to make the organisation

more open, but not at the expense
of weakening its ability to cam-
paign.

Bode. 48. embodies the modem,
professional image that Greenpeace
now seems to want to project A

graduate in political economics, he
has worked on all sides: for devel-
opment aid organisations, as a pri-

vate consultant on development iss-

ues. and in industry. The organisa-
tion is like “a medium-sized busi-

ness.” he says, “and it has all the
sorts of problems of a business this

size".

Where a company has subsid-
iaries, Greenpeace has affiliates -

national, independent entities -

licensed to operate under the Green-
peace name. Bode's most pressing
challenge is to help establish a
“common vision” that will bind the

organisation.

“Greenpeace was founded 25
years ago in Canada. Now, we have
representatives in different coun-
tries and across different cultures.

The challenge is more complex. In

terms of tactics, we have classical

direct action because civil disobedi-

ence is a classical way to confront

in western societies, but it is not in

Japan. So we have to adapt our
way's of confronting to respective

cultures."

Bode also wants to talk to busi-

ness. The environment is on the

corporate agenda, a significant

change since the early days of
Greenpeace. Bode's business
approach raises suspicion in some
quarters, but he believes there are
business allies that can help the
cause. “Industry is the main player

in society . . . That's why we need
to talk to them."

He dismisses the idea that
co-operation might become collabo-

ration. “We don't lose our ability to

confront and attack by talking to

them. On the contrary, they know
us better and we know them better.

It is important to know your adver-

sary." It is not just a cynical exer-

cise in getting to know the enemy.
Again, it is more complex, says
Bode. “We can intervene physically,

without violence, against environ-

mental destruction, such as the kill-

ing of whales. This holds true
where the destruction is visible. But
you can't see global warming, so

here we have to find the most effec-

tive confrontation."

Bode wards to talk to business because ‘industry is the main player in society*

Greenpeace Germany, which
Bode ran from 1989 until talcing

over at the headquarters in Amster-
dam. talked to several large compa-
nies. including Siemens and Bosch,
about developing refrigerators free

of harmful chloroQuorocartons. The
approaches were rebuffed, says
Bode, so Greenpeace worked on the

new technology with an indepen-
dent east German company.

“This is the real David and Goli-

ath story," he says. The mainstream
manufacturers are now producing
CFC-free fridges using the new tech-

nology. “It has penetrated markets
in central Europe and you can’t buy
any other type of fridge in Ger-
many.” says Bode “It is a shame for

the small east Germany company,
but this is a classical action -

Greenpeace doing something rather

than waiting for someone else to do
it. Action does not always mean
holding up a banner.”

Greenpeace has had talks with
motor manufacturers Mercedes-
Benz and Volkswagen about pros-

pects for cleaner energy. This week
in London. Bode has been talking to

Shell executives about a strategy

for the disposal of oil installations.

But he promises that large corpo-

rations and governments are not off

the hook. Greenpeace will seek to

hold them to commitments made at

the Rio summit on climate change
in 1992. “Big corporations today
have a responsibility that goes
beyond their aim to make a profit.

The focus is on social, moral and
ethical obligations. There is a very

progressive agenda. Our obligation

is to say to industry 'This is what
you write. What is it you do?'"

Bode's interest in the environ-

ment is rooted in concern with
social inequality. A student activist

in the 1960s. be was a member of

Germany's young socialists. This
was long before the formation of

Germany's influential Greens,
although Bode never joined the

party-

He does not see the environment
as an isolated issue. "Poverty is

connected to environmental
destruction. Look at poor, landless

farmers invading virgin tropical for-

ests. or at fishermen destroying fish

stocks. In developed countries we
have the huge consumption of
resources affecting the developing

world."

“In the long run, we can only
solve the environmental crisis if the
world's society comes to an agree-

ment about sharing resources. Man-
kind has to decide how to share
them and to what extent"

The greening of

Bretton Woods
Graciela Chichilnisky on a plan for a new global bank

to be a clearing house for the environmental market

T he Bretton Woods
institutions show their age.

Creatures of the post-war
reconstruction, they served us
well for half a century. The World
Bank supported development
efforts worldwide, and the

Internationa] Monetary Fund
provided the backbone for tbe
international monetary system
during the golden age of
industrial society.

But as the century turns, the

industrial world’s voracious
appetite [or natural resources
threatens to change Irrevocably

the earth's atmosphere and its

global climate. This sobering
thought has prompted calls for the
reorganisation of the Bretton
Woods institutions.

However, they were not created
for. and are not well suited to, the

environmental challenge. The
World Bank's proclivity for large
technocratic projects has led to

complaints about environmental
insensitivity. It and the IMF have
found that their standard
recommendations for developing
countries, such as exporting more
resource-intensive products (fossil

fuels, rorest products and cash
crops) at devalued exchange rates,

may conflict with environmental
preservation. Is the world ready
for a global Environmental
Protection Agency?
Hardly. Heavy-handed

bureaucracy has lost its appeal.

Markets are imperfect

institutions, but the alternatives

may be worse. The challenge now
is to achieve an environmentally

conservative society without
hindering productivity and
dynamism.
Some of the most innovative

financial institutions have
emerged from environmental
concerns. The global reinsurance
industry complements its services

with “catastrophe futures”

,

Innovative instruments traded on
the Chicago Board of Trade since

1992. In the US. the Clean Air Act
has led to a market in sulphur
dioxide emission rights.

Financial markets and the
environment are natural allies.

Finance is about hedging
uncertainty. Environmental
uncertainty, such as weather risk.

is the oldest torra of uncertainty.

Yet no global environment

markets exist today.

How might such a market
function? First, gas emission

ceilings for the world and
timetables fur their

implementation would be

established. Tbe parties at the

Berlin conference on climate

change last year agreed to that.

Tbe next step is to determine the

emission rights of each country,

and tbe rules by which they ran

trade these rights. Property rights

are crucial because one needs to

know who owns what within the

total ceiling in order to trade.

The market discourages

emissions because it Increases the

cost of emitting. Each unit of

emission rights has a market

The IBES would act

as the clearing house
of a global

environmental
market

value. One can cither use it to

emit or sell it Unlike taxes,

markets determine the costs of

emissions according to supply and
demand. Tbe emissions market
works as a flexible tax system.

An environmental market can

bring other gains. The richest

countries have money but an
environmental deficit they emit

70 per cent of global greenhouse
gases even though they make up
less than 20 per cent of the world's

population. The developing

countries are in the opposite

situation: they have a credit in the

environmental account, but a
monetary deficit. They emit less

and they house most of the

world's remaining forests and
biodiversity. There are natural

gains from trade between the two
groups of countries.

Such a market would need an
Internationa] Bank for

Environmental Settlements.

Trading could be tricky. Selling

one’s rights to emit carbon
dioxide, the main greenhouse gas,

is selling one’s ability to burn coal

and petrol. Mu>t industrial

economies would screech to a halt

if they were unable to burn petrol.

By selling tbeir lumre rights to

emit. developing countries could

be selling their right to

industriali'M'.

Borrowing and lending rights to

emit may he more palatable than

outright sale. The IRES could

borrow short from developed

countries anti lend long to

industrialising nations, the

traditional roll* of u financial

intermediary. Environmental

bonds could be used to raise

finance for em ironmentally

valuable projects. Options and
futures could bring greater

flexibility and liquidity.

The IBES would act os tbe

clearing house of a global

environmental market, matching
the parties to an environmental
trade, mediating borrowing and
lending, and ensuring the

integrity of the market
transactions and their settlement.

The IBES will use as collateral

the environmental resources of

the planet: its forests, bodies of

water and its atmosphere. These

are the most valuahle assets

known to humankind. Yet at

present the only way to realise

their value is by destroying them:

a forest which preserves

biodiversity and contributes to the

atmosphere's quality is destroyed

to sell the wood nf its trees for

pulp, nr burned to give way to

arable land. The IBES will help

realise the value of environmental

assets without destroying them. It

will balance out the positions of

large and small traders by
offering a neutral trading base for

all. and provide an anonymous
process where several small
sellers con meet a few large

buyers.

The IBES could be an important

part of the restructuring of the

Bretton Woods institutions to

meet the needs of today’s mature
industrial societies, as well as

those of the industrialising

countries.

The author is economics professor

and holds the Unesco chair in

mathematics and economics at

Columbia University. .Vote York.
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Most convertibles spend nine months ofthe year in jail.

Not the Saab.

conventional

Here in Sweden, we don't enjoy end-

less sunny summers. Rather the

opposite. So for year-round pleasure

with our new convertible, we added

a quick fully automatic cop with tight

fit. triple insulation, a glass rear-

window with defbgger. a superior

heating system and roadhandling

that gives a firm grip on slippery

roads. We are sure you'll also appre-

ciate it in warmer climates for Its

solid soundproofing and good looks

- even with the top up.
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M any programme
producers feel that
television is poorly
served by its

professional
critics. They complain that while
art or opera critics take their
subjects seriously and sustain a
useful dialogue with painters or
musicians, and enthusiasts,
television critics too often seem to
be appointed as Jokesmiths. Those
who complain cannot deny that
television columns are
extraordinarily well read - "page
traffic surveys" prove that from the
lightest tabloid to the weightiest
broadsheet television columns are
among the most pcrpular items. But
the objectors claim this has more to
do with jokes than insight.

-That is not their only complaint
They say that while most critics, of
ballet books, or whatever, are
chosen for their expertise, it seems
to be believed that with television
critics expert knowledge is less

important than a provocative style.

Some television critics, they say,
do not seem to like television at alL
Occasionally the argument goes
further. For years Melvyn Bragg
has been ashing why television
critics are expected to be jacks of
all trades: why do we not have
television drama critics, television

Some of this can be fairly quickly
dismissed. Two of our jokiest
television critics, Nancy
Banka-Smith and Clive James, also
lyppen to have beep two of the
shrewdest, and both clearly like
television. It is true that some
television critics refuse to parade
as experts, arguing that to
understand all is to forgive alL
This is a mass medium, they say,
unlike opera or ballet, and the job
ofthe critic is to speak for the
average viewer in the average
sitting room, not to cosy up to the
programme producers. On the
other hand some of ns feel that the
aide ought to know a bit more
than most people about the
workings of the industry and the
technology because, unless you
know the true potential of the
medium, you cannot judge whether
the programme-makers are fully
exploiting the possibilities.

However, there is dearly some
strength in the programme-makers'

arguments. One of our Sunday
broadsheets now has a television

critic who pours contempt on
virtually everything be sees.

Bragg’s thrust has considerable

force when you think about the

minions who spend hours in front

of the TV and the tiny numbers
Interested in fringe theatre,

specialist concerts, or obscure

biographies, and the way that

space is nevertheless distributed
in the review sections of

newspapers and magazines. Those
of us who believe that television

can and slmaM aspire to something
beyond sofa-shows and
ambnlance-<3iasing must surely
agree that Jokes and ignorance are

not an adequate reaction and that a
decent body of critical response is

essential if anything better is to be
achieved.

So when the Boyal Television
Society asked me to be on a panel
of critics at its recent workshop
called "Who Are You To Criticise?”

I agreed, yet decided that attack

was the best form of defence

because, however powerful the

arguments involved, this does seem
to be a striking example of the pot
calling (he kettle black. Here we
have two major mass media: the

press and television. Long ago
those involved in print developed a
review system which ensured that

prose and poetry, history and
biography, printed fact and printed

fiction, received proper critical

attention.

urthermore when
television came along a
whole new army of

writers was appointed to
keep a critical eye on

television. Today, what with daily

previews and reviews, and weekly
columns of comment, not to

mention the acres devoted to

background features ranging from
soap scandal to media sections, the
press devotes huge amounts of

space to television. And how does
television's effort compart? How

many properly paid frill time critics

are there in British televirion? One
that I know ofc film critic Barry
Norman. Even American television,

about which the British like to be
ohiso-superdlious, does better,

with criticism undertaken
regularly at national and local

levels.

Just as print is the best medium
for the criticism of printed matter,

so television is well suited to the
criticism of its own material. But
where does this happen? Once upon
a time Late Night line Op was able
to do it four nights a week, but that

(tied. Did You See? was a good
effort, albeit only mice a week, and
in short runs, but after Ludovic

Kennedy retired they tried out a
few other presenters including
Jeremy Paxman and then gave up.
So much for television's estimation
of the importance of television

criticism.

Today (well actually not today,

nor this week, but when BBC2 gets
round to organising another

season) we have the last kuodtiugs
of The Late Shaw, a pale television

version of The Critics from BBC
Radio which, once a week, may, if

we are lucky, include a single

television hem in a round table

discussion. Once a month, if the
moon Is waxing and the wind Is in

the west, we may get Bite Back at
the weekend, though it is difficult

to believe that many viewers
remember to switch on one Sunday
afternoon In four. The best
television programme about
television is Channel 4’s Right To
Reply, though that is really an
access or correspondence show.
When you think of the analysis

and criticism of print in print (The

Literary Review, TLS. New York
Review OfBooks not to mention
entire sections in daily, Sunday and
weekly papers) and compare
television's analysis and criticism
of television, you are driven to the
conclusion that television still has
a long way to go before it becomes
a grown-up medium. And -

Television/Christopher Dunkley

Why jokes are not criticism enough
sports critics, and so on.

remembering those complaints
about the quality of televirion

criticism provided by the press -

how about the standard of press

criticism provided by television? In

response to countless TV columns,
features, pull-out guides, previews

and reviews, what does television

do to keep an eye on newspapers
for the public? What The Papers
Say: a quarter of an hour, once a
week, usually in the middle of the

night, written and presented, of

course, by someone borrowed from
a newspaper.

Or rather, that used to be what
they did. This week comes the news
that instead of running right

through the year WTPS in 1996 is

being reduced to a handful of
episodes, and today’s opening
programme (presented by Paul Foot

who does it better than anybody)
has been reduced from 15 minutes
to 10. It was never a great
programme, but Granada has made
it for 40 years, latterly for BBC2,

and it has served as one small
skein to cover television's critical

nakedness. Programme-makers
who complain about television

criticism already look pretty silly;

if WTPS is now allowed to

disappear without a proper
replacement they will look quite

absurd.

Theatre /Alastair Macaulay

The charms of
Peter and Toad

Music at the Wigmore Hall

The Lindsay's Beethoven
disdaining any cosmetic sur-

r
1

| l be towering 20-feet-taH

I I bedroom windows
i I waft open - the vast
I

JL. and spreading sky out-

j

side is studded with stars -

i and in flies Peter Pan. This
wonderful idea is quintessen-
tially Romantic. It is very dose
to the central idea of the
mother of all Romantic ballets.

; La Sylphide (1832), in which

j
the windows of a Scottish

i
farmhouse blow open to reveal

| the sylph ami, behind her, the

j woods of her realm. But JAL
J

Barrie made the Dying sylph of

his stray a boy; and his air-

! borne icon is not only mascu-

;
line, he is also perpetually pre-

;
pubescent The impossible love

i
that be has for Wendy never

!
turns into sexual desire; it

remains always the longing far

a lost mother, the first stage of

Oedipal fixation.

This enchanted and moved
audiences In 1904, and it

enchants and moves today.
Strange to say, the new West
Yorkshire Playhouse produc-
tion of Peter Pan is the first

version of this classic I have
ever seen. Matthew Warchus's
production is a spin-off of the

famous RSC 1982 staging,

which supplemented Barrie's

original play with some of his

novel version and of his 1908

“Afterthought" material about

Wendy growing up.

That version was also new in

using a male Peter, and War-
chus's new Leeds staging also

has a male Peter (John Pad-

den), a similar supply of sup-

plementary material written in

by Warchus himself, and a

splendid array of changing
scenes, designed by Rob
Howell. Everybody flies per-

fectly through the air. The Dar-

ling children's huge bedroom is

given surreally tilting walls

and bedheads. The Indians

glow in the dark like fireflies.

Captain Hook's boat, turning

spectacularly on a revolve, has

a fabulous full skeleton on its

prow and illuminated skulls

hanging in its nets like Hallow-

een lanterns.

As in 1904, the roles of Mr
Darling and Captain Hook are

played by one actor - a proto-

Freudian casting device,

clinching the Oedipal content.

Mr Darling is pathetic, vain.

and a reluctant father. No won-
der he turns into the conceited
and dastardly Hook, who plans
"a holocaust of children”. Both
roles are absurd, but in 1904
Gerald du Manner also made
them alarming. Rfe Hook so
alarmed chiiHraw that (accord-

ing to his flaiightw Ttaphna)

they “were carried screaming
from the theatre”.

The 1996 Hook is David Bam-
ber, a gifted but lightweight
actor of absurd/pathetic/fus-
spot comic character rales. But
he neither scares nor amuses
the children, and presents

some of the most exaggerated

actorly diction to have been
heard since Donald Sinden: an
nntikely parent and, worse, a
harmless Hook.
Transitions between scenes

are sometimes awkward; there

is over-use of music (by Gary
Yershon) which at several

points drowns important dia-

logue (e.g. in the cHmactic
fight between Peter and Hook);

and some of the ensemble
scenes are slackly paced. War-
chus's modem dialogue (T got

a Mum") can jar terribly beside

Barrie’s Edwardian antiquated

delicacy ("Spirit, dost hear
me?”). But Padden is a fresh

and appealing Peter, artless in

body-language as he stretches

forward to kiss Wendy. And
the two most beautifully cast

roles are Wendy and her Mrs
Darling. Anne-Marie Duff
brings a perfect nursery qual-

ity of quaint gentility to

Wendy; while Morag Hood
(replacing at very short notice

Una Stubbs) illumines the role

of her mother with a quiet

maternal warmth and trader

solicitude.

•k

Meanwhile the Birmingham
Rep has revived another ear-

ly-20thcratury English Christ-

mas classic AA. Milne’s Toad
of Toad Had, his 1929 dramatis-

ation of Kenneth Grahame's
1908 children's tale, The Wind
m the Willows. (As with Peter

Pan, I had never seen it acted

before.)

Here the leading characters

have no children or parents.

When Badger keeps saying us,

of Toad. "I knew his father I

knew his grandfather, 1 knew
his uncle, the Archdeacon," it

is nothing but silly snobbery.

Gwenda Hughes, directing,

and Robert Jones, designing,

cannot transform the Birming-
ham stage with the miraculous

and spectacular changes of

scene that are, in Marie Thomp-
son's designs, the greatest fea-

ture of Alan Bennett’s 1990

National Theatre Wind in die

Willows (currently at the Old

Vic); but in most respects

Milne’s version holds its own
very well. Its non-Grahame
prologue, for the child Mari-

gold and her Nurse, is now
dated, and it omits Grahame's
transcendent “Piper at the
Gates of Dawn” episode
(another vision of Pan than
Barrie's Peter) - but so, having
weakly attempted it for one
season, does Bennett And in

one important respect it sur-

passes Bennett its Wild Wood
animals

,
though still funny,

are much more scaring. In

Hughes's staging they creep up
from all sides, sometimes
through the* auditorium.

To frighten and to amuse at

the same time - see Milne’s

Wild Wooders, or see Barrie's

Captain Hook - yes. this is the

way to introduce children, and
to reintroduce adults, to the
double-edged delight of theatri-

cal entertainment

Peter Pan continues at the
West Yorkshire Playhouse’s
Quarry Theatre, in Leeds,

until February 3. Toad of Toad
Hall continues at the Birming-
ham Bra until January 20.

I
t defies belief that the
Lindsay String Quartet,
which has reached mid-
point in its current Beeth-

oven cycle at the Wigmore
Hall, should be just a year or
two away from 30th anniver-
sary. True, the second violin’s

fringe is receding, and their

cellist now wears glasses to

read his music, and their ages
probably add up to slightly

more than those of our other

leading quartet, the Arditti

(both are national treasures).

But the Lindsay attack
remains as truculent, sudden
and dramatic as always, con-

stantly gaanffTimg- into the hard
sense of the music.
The programme-blurb cited

a Gramophone reviewer, a long

way back - "They place truth

before beauty, and as a result

largely achieve both.” Just so:

in places where a ravishing

sound is positively required

they can produce it, but in

general - in the late, deaf
Beethoven’s most awkward
and recklessly inspired
string-writing, for example -

the players delve strenuously

for the argumentative sense.

T
he public may be los-

ing its enthusiasm for

famous conductors
and instrumentalists,

but there will always be a spe-

cial Interest in star singers.

The record companies are
searching out new talent as

never before - especially if the

potential stars are young and
attractive.

Angelika Kirchschlager is

both of those and a contract

with Sony, one of the major
record companies, is already in

her pocket It probably counts

as a bonus that she was born

in Salzburg, cradle of so much
that classical music-lovers hold

dear, and she is certainly one
of the most promising young
German-speaking memo-sopra-
nos to have emerged in recent

years. How far that promise
has already come to fruition is

something British audiences
have had little opportunity to

judge before she arrived for

her Wigmore Hall debut on
Thursday.
The record companies are

face.

That is often thrilling to

hear, the more so because one
can never quite count upon its

happening. It needs spur-of-the-

moment ignition, and even the

Lindsay has its off-nights.

Its first concert, last Wednes-
day, was crowned by a superb
reading of the late A minor
quartet, Op. 132 (with a won-
derfully sustained Molto
adagio, the “Heihger Dankge-
sang”); on Friday the leader,

Peter Cropper, had moments
of doubtful intonation in Op.
127, the grand E-Dat work,
which left smudges on an oth-

erwise distinguished perfor-

mance.
That is a Cropper foible

which comes and goes, usually
at trivial cost to the music. His
energy and passion are beyond
price. In Beethoven's own
quartet-arrangement of the
piano sonata Op. 14 No. 1. for
example, his downward semi-

quaver-sweeps electrified the
rondo.

The Wednesday concert bad
begun with the first of the Op.

18 quartets, with its heartfelt

often accused of packaging
their artists cynically for pub-
lic consumption, but in Kirchs-

chlager’s case it would be wise

to leave well alone. The anima-
tion that she showed at the

Wigmore was natural and
quite appealing enough, nicely

contrasted with Helmut
Deutsch’s sturdy support at

the piano - he played with the
lid open, but never overstepped

his rightftil place.

This is a clear and easily-pro-

duced mezzo voice, not as
warmly glowing as Ludwig or

guttural like Fassbaender,
though she may acquire more
darkness or depth as the years

weigh more heavily upon her.

At the moment the sound is

free from blemish, the only res-

ervation being that she finds It

easier to push for strength at

the bottom of the voice than
the top, which may threaten

some imbalance later.

As an interpreter, she is

more outgoing than some of

the other young mezzos
looking for a career in Lieder.

Adagio rendered hugely dra-

matic. On Friday we heard the

second. In G, where Cropper
insisted on observing Beeth-
oven's markings to the letter

in the first Allegro: all prickly

staccato, far tauter and brittler

than the genial exercise we
usually hear.

T
he first of the three

“Razumovsky" quar-
tets had all the
breadth and vitality

that we count upon, the Lind-

say to supply. Each concert
in the cycle includes an early,

a middle and a late quartet;

here, a close kinship between
that "Razumovsky” scherzo
and the more elaborated one in

Op. 127 was striking - as the

Lindsay no doubt intended it

to be.

There is much to be learned

from any Lindsay concert, and
never more than when they
tackle Beethoven.

David Murray

Remaining concerts in the
cycle (all sold out): January
10, 12 and 13.

For example, where Anne Sofie

von Otter would want to draw
the audience in with her inti-

mate singing of Schumann or

Wolf, Kirchschlager is more
inclined to go out to meet
them.
In Schumann's “Gebet" she

turned Mary Stuart's prayer
into a cry of pain; Schubert’s

“Der Zwerg” was openly men-
acing. It helps that she sings

her native language with
exemplary care, though that is

not necessarily sufficient to

pin down a song’s meaning for

her listeners. Five of Wolfs
Italienisches Liederbuch set-

tings came out sounding vague
as to the exact emotions being
expressed.

At least there is plenty of

time ahead to clarify matters

like that - as long as the
recording sessions are not due
to be held tomorrow.

Richard Fainnan

Sponsored by Marks & Spen-

cer.

A singer from Salzburg

AMSTERDAM
CONCERT
Concertgebouw
Tet 31-20*5730573

• Wroclaw Philharmonic Orchestra.

with conductor Matthias Maurer and

violinist Barbara Gorzynsta perform

Glinka’s “Ruslan and Lyudmila ,

Lalo's "Symphonie espagnote and

Tchaikovsky's “Symphony No.5 ;

14

ES
31-20-6233373
Muthspiel, Marc

Paul Mohan: the

jrtetAdolinist Woffgang

its forces with the duo

n (bass) and Paul

s). who formed the last

hi of pianist BUI Evans:

ANTWERP

hibitionof
sH-hitact/

artist, including Ns last two projects:

a square and a flat car. Also

included in the exhibition are models

and sketches of recent architectural

designs by KGrmeflng: to Jan 14

RERUN
CONCERT
Konzerthaus
Tel: 49-30-203092100/01

• Guy Bovet the organist performs

works by Roque da Concelgao,

Correa de Arauxo, Bruna, Scarlatti,

Bovet, LkJ6n and Alain; 3.30pm; Jan

13
EXHIBITION
Gematdegaferie - Bodemuseum
Tel: 49-30-20355358

• Wilhelm von Bode - Museums-

efirektor und MSzen: exhibition

devoted to museum director and

Maecenas Wilhelm von Bode, in

commemoration of his birth 150

yeas ago. The exhibition includes

gome 50 paintings and 15

sculptures that were donated to the

museum by Von Bode; to Jan 14

KAmstgewortxarnuseum - Tier-

garten Tel: 49-30-2662902

• Wilhelm von Bode und das

Kunstgewerbemuseum: the display

Includes 15th-century majolica from

Florence, Italian bronzes from the

15th and 16th century, and oriental

textiles. The exhibits were donated

or sold to the museum by

Maeoenas/museum director Wilhelm

von Bode; to Jan 14

OPERA & OPERETTA
Kombche Oper Tet 49-30-202600

• Die EntfOhrung aus dem Serai:

by Mozart Conducted by Shao-Chia

LD and performed by the Komische

Oper Berlin; 7.30pm; Jan 12

Staatsoper untor den Linden

Tel: 49-30-2082861

• Alda: by Verdi Conducted by
Asher Flsch and performed by the

Staatsoper untar den Linden.

Soloists indude Uta Priew,

Alessandra Marc, Rend Pape and
Bemd Weild; 6pm; Jan 13, 16 (7pm)

COLOGNE
CONCERT
KSIner Philharmonic
Td: 49-221-2040820
• Christians Oelze and Francois Le
Roux: with narrator Peter Schwwger
rad pianist Irwin Gage. The -soprano

and baritone perform songs by
Morike, Wolf, Liszt, Heine, R.

Strauss and Saint-Sadns; 8pm; Jan
11

LEIPZIG
CONCERT
Gewandhaus zu Leipzig

Tel: 49-341-12700

• Jarosiav Tuma: the organist

performs works by Antonin,

Wiedsrmann, Brahms, Boss!, Tuma
and Reger; 5pm; Jan 13

LONDON
CONCERT
Wigmore HaH Tel: 44-171-9352141

• Liszt explored: pianist and Liszt

interpreter Leslie Howard performs

Liszt's “Hungarian Rhapsodies Nos.

2, 10 and 13“ and “La Lugubra

Gondola”; 3.15pm; Jan 14 .

EXHIBITION.
British Museum
Tel: 44-171-6361555

• Medieval Kings and the Medieval

Palace of Westminster: this

exhibition brings together many of

the principal works of medieval art

which have survived from the lost

Palace of Westminster. The
centerpiece of the exhibition Is a
group of six magnificent

larger-than-life statues of kings

carved for Richard 11 in the

mid-1380s to decorate Westminster
HaH; to Jan 14
National Gallery

Tet 44-171-7472885
• Gods in Love: The Carracci

Cartoons Restored: two recently

restored cartoons by Agostfno

Carracci (1557 - 1602) are the

subject of this exhibition. These
large drawings on blue-grey paper,

each one about four metres wide,

were made in preparation for the

celling decoration of the Galleria in

the Palazzo Fames© In Rome. The
exhibition traces the evolution of the

cartoon designs and shows how the

cartoons were used in transferring

the designs to the ceiling; to Jan 14

MADRID
EXHIBITION
FundacMn Juan March
Tel: 34-1-4354240

• Georges Rouault retrospective

exhibition devoted to this French
painter (1871 - 1958), especially

known for his religious paintings and
.etchings. The exhibition includes 65
works, from the Musde cPArt

Modems'de Paris, the Centre
National Georges Pompidou, the
Kunsthaus ZOrich rad several

private collections; to Jra 14

NEW YORK
AUCTION
Christies, Manson & Woods
International, Inc. Tet
1-212-546-1000

• European Works of Art

Tapestries and Furniture: works from
the estates of Rudolf and Margot
Wittkower are among the highlights

of this sale. Their collection contains

the bronze of “Nessus abducting
Deianira", attributed to Francesco
Fanelfi, and a pair of bronze seated
satyrs attributed to Pietro Tacca;
10am; Jan 11

CONCERT
JuilSard Theater
Tel: 1-212-769-7406

• Martin Luther King, Jr.

Celebration: concert and dance
programme commemorating the

birth of Martin Luther King on
January 15, 1929. The programme is

based on the letter King wrote from

the Birmingham jail, where he was
detained in 1963, spelling out his

philosophy of non-violence; 8pm;
Jra 15
DANCE
New York State Theater
Tet 1-212-875-5570

• New York City Ballet perform

Peter Martin's "Jeu de Cartes' to

music by Stravinsky, Jerome
Robbins' "Afternoon of a faun” and
“Antique Epigraphs" to music by
Debussy, and Balanchine's

"Chaconne" to music by Gluck;

8pm; Jan 11

PARIS
CONCERT
Sails Pfeyel Tel: 33-1 45 61 53 00
• Patrice Carpentier: the pianist

performs works by Mozart, Chopin
and Grieg; 8.30pm; Jra 12
Theatre des Champs-Efystes
Tel: 33-1 49 52 50 50
• Le P&tre sur le Rocherr cellist

Frans Hetmereon performs J.S.

Bach’s “Cello Suite No.5”, soprano
Am6He Fleetwood, accompanied by

hom-piayer Bruno Schneider,
clarinettist Michel Lethiec and
pianist Jean-Frangois Helsserand,

performs songs by Schubert, and
violinist Jean-Pierre Walfez, cellist

Arto Moras and pianist Ralph
Gothorri perform Schuberfs "Piano
Trio No.1" 8.30pm; Jan 12
DANCE
L'Op£ra de Paris Bastille

Tel: 33-1 44 73 13 99
• La Bayadere: a choreography by
Rudolf Nureyev based on Marius
Petipa to musk: by Ludwig Minkus,
performed by the Ballet de I’Opdra

National de Paris. Velio Pflhn

conducts toe Orchestra de f Opera
National de Paris. Soloists include

Fanny Gaida, Carole Arbo and Kader
BeJarbl (Jan 10, 12, 13), and
Marie-Claude Pietragalla, Agnte
Leteatu and Nicholas Le Riche (Jan

11); 7.30pm; Jan 10, 11, 12, 13

SAN FRANCISCO
CONCERT
Louise Ml Davies Symphony HaH
Tel: 1-415-864-6000

• Saint Petersburg Philharmonic:

with conductor Yuri Temirkanov and
vtoflnist Pamela Frank perform

Bruch's “Violin Concerto No.1" and
Mahler’s "Symphony No.1"; 8pm;
Janie

VIENNA
CONCERT
Konzerthaus Tel: 43-1-712121

1

• Finnish Radio Symphony
Orchestra: with conductor
Jidtka-Pekka Saraste and soprano
Hildegard Behrens perform
Schoenberg’s “Erwartung", and
SfoefluB’ “Symphony No.6" and
“Symphony No. 7"; 7.30pm; Jan 13

WORLD SERVICE
BBC for Europe can be
received in western Europe
on Medium Wave 648 kHZ
(463m)

EUROPEAN CABLE
AND SATELLITE
BUSINESS TV
(Central European Time)

MONDAY TO FRIDAY

NBC/Super Channel:

07.00

FT Business Morning

10.00

European Money Wheel
Nonstop five coverage until

14.00 of European
business and the financial

markets

17.30

FmantialVmes Business

Tonight

Midnight

Financial Times Business
Tonight
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Ian Davidson

Mitterrand’s legacy
France will continue to seek an integrated Europe in order to
achieve the closest possible political partnership with Germany

Francois Mitterrand's death
on Monday drew respectful

accolades from many world
leaders, in particular from
Chancellor Helmut Kohl of

Germany. Prime Minister
John Major of Britain, and
President Jacques Chirac of

France. But as one might have
expected, these three tributes

were subtly different in tone

and emphasis, and each told a

different story, reflecting dif-

ferent national perspectives.

Helmut Kohl described Mit-

terrand as a great European

statesman, and said he
mourned a good friend. John
Major said Mitterrand had
made an outstanding contri-

bution to public life, particu-

larly in France". Jacques Chi-

rac described Mitterrand as

having written an important

page in the history of France,

but he added, almost as an
afterthought, that he had also

advanced the construction of

Europe.
Of these three obituary

judgments on Mitterrand's

long, complex and contradic-

tory political career, it seems
likely that Helmut Kohl's
encapsulation comes closest to

the mark. Of course, it is true,

as John Major said, that Mit-

terrand made an important
contribution to public life in

France. It could hardly have

been otherwise, considering

that he was the first socialist,

and the longest-serving, presi-

dent in the history of the

Gauilist Fifth Republic.

But in terms of the differ-

ence he made, and the

changes be helped to bring

about, his most important leg-

acy to history was in the
development of Europe: the

conversion of the French
establishment to the idea of

European integration: the for-

mulation of ambitious objec-

tives for Europe, ranging from
monetary union to the ulti-

mate target of a federation:

and above all, perhaps, the
forging of the closest possible

political partnership with Ger-

many.
By contrast, it is arguable

that his achievements at

home fell far short of what

was required by his European
ambitious.

He Inherited a constitution
which he originally
denounced as a permanent
coup detau But he failed to

introduce the constitutional
reforms he had promised,
even when he had an over-
whelming majority in the
National Assembly, and his
long reign effectively consoli-

dated the political strangle-
hold of the bureaucrats and
the technocratic elite.

He created a large, moderate
Socialist party, which might
have been a first step towards
a stable system of two- or
three-party government. But
instead, largely for reasons of
petty jealousy, he allowed it to

shrivel to near insignificance.

As a result, all the main politi-

cal Institutions in France,
from the central government
down to the regions and the
departements, are once again

overwhelmingly dominated by
the conservatives.

Above all. he seems not to

have thought through the
domestic economic implica-
tions of his European pro-
gramme.
When, in 1982-1963. he aban-

doned the ruinous rag-bag of

socialist nostrums with which
he had come to power, it was
essentially for political rea-

sons. This was the height of

the Euro-missile crisis, one of
the decisive confrontations in

the cold war. and Mitterrand

decided that France’s Euro-

pean partnership with Ger-
many must take precedence

over the claims of socialism.

But his change of course, in

the direction of a single Euro-

pean market, a low inflation

policy and eventual monetary
union, was not backed up by
the domestic economic
reforms that were required.

Indeed, in the present unre-

solved stand-off between the

government and the unions
over budgetary and welfare
reforms, it is arguable that the

government is paying for the

failures of its predecessors;

and that, if there is now some
doubt whether France can
meet the terms of economic
and monetary union on time.

Mitterrand must bear bis

share of the responsibility.

That is wbat his opponents
and successors say: they
would, wouldn’t they? But
there is more than a grain of

truth in it

No one will be surprised

that John Major chose to pass

over in silence Francois Mit-

terrand's European achieve-

ments, since Europe is the

issue on which his own party

is split down the middle. The
problem is that, if Major is

unwilling to recognise reality,

he cannot hope to deal with it

in any satisfactory way.

More interesting, from its

different perspective, is the

ambivalence of Chirac's trib-

ute to Mitterrand. As a Gaull-

ist by inheritance and a
nationalist-populist by

mmr-•••

WM

Chirac (left) cannot ignore Mitterrand’s position on Europe

instinct, be might well prefer
a less integrated form of

Europe than the one in the
Maastricht treaty, so he pre-

ferred to stress Mitterrand’s
place on the national scene.

But he cannot quite pass over
in silence the European issue:

he knows that Europe is a

central and unavoidable part

of France's destiny, and it is a
destiny with which he himself
will also have to grapple.
That is the essential differ-

ence between Britain and
France on the European ques-

tion. The French know that

they have no alternative to a
European future, partly or
even mainly because they
have no alternative to the
closest possible partnership
with Germany. But the British

|

do not share this destiny,

!

either because they foster sim-

plistic illusions about the sig-

nificance of the Channel, cor

,

because it is not customary in I

Britain to think seriously I

about the European issue. 1

For the French, the central

,

problem is. and has always :

been, a secure and stable stra-

regie relationship with Ger-
j

many. That was why they
|

launched the Coal and Steel

i

Community in 1950: that was
why they pressed the objec-

tive of political union after

German unification in 1990.

Germany may not now pres-

ent a danger of war in Europe.

But the French can see that

there are only two possible

paradigms: an integrated
Europe with laws and institu-

tions. In which France and
Germany share the leader-

ship; or a disintegrated

Europe, in which Germany
would be dominant and
uncontrolled, with conse-

quences that cannot be fore-

seen.

If this is the choice, it is

obvious which way France
must go. An integrated

Europe is possibly not what
Chirac would prefer, but that

is what he will go for. The
paradox is that, for the same
reasons, an integrated Europe
is also in the LHC’s interests,

even if the British were to pre-

fer to stay outside.
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Thai's renowned Royal Orchid Service. It's flying daily from London to Bangkok

your gateway for services to all major destinations in the Far East and Australasia.
j
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Laying blame for economic crisisRestricted
view of
solution

to jobs
From Dr John PhUpotL

Sir. Martin Wolf ("Path to

full employment”, January 9)

notes in parsing the principal

conditions for full employment
as espoused by the late

Professor James Meade. But
while riisnigsing at length the
supply-side conditions - the
need for tax/benefit reform to

help price unskilled people into

work without driving them
into penury - he is silent

about Prof Meade's views on
the role of demand
management This silence is

symptomatic of the tendency
nowadays for macroeconomics
to lark in the background of
discussion of solutions to

unemployment
Prof Meade was surely right

to question the obsession with
monetary-based inflation

targets and instead rail for an
approach to amtrolling

inflation that does not involve

such massive cost in terms of

lost output and jobs. Meade’s
proposed alternative - the

setting of a target for money
gross domestic product and, in

consequence, the pursuit of

fiscal and monetary activism

to control aggregate

expenditure - is not of course

unproblematic and might
prove difficult to implement
Moreover, any politician

wishing to add demand
management to a toolkit for

full employment would almost
certainly have to give renewed
thought to the role of "incomes

policy” - something that few
at present seem willing to

contemplate.

These are nonetheless issues

tha t must be confronted by
those who seriously wish to

tread the path of full

employment. Supply-side

reforms - however important

and justifiable in themselves -

cannot be fully successful in a
vacuum of demand.

John Philpott,

director.

Employment Policy

Institute,

Southbank House,

Black Prince Road,
London SE1 77SJ, UK

From Mr David Paterson.

Sir. Congratulations are in

order. In your editorial “Fiscal

crisis of the state", January 6)

you finally recognised that

inherently destabilising

contradictions lie at the centre

of the system of global

capitalism - contradictions

that in our day make
mockeries out of the states

that try to manage tt (feebly, to

be sure), and diminish their

governability. (Gaulhst France
comes immediately to mind.
But rest assured - France is

hardly alone.)

One shudders to contemplate
whether the world revolution

can be very for behind.

“Governments will be
punished if they inflate their

way out of their (slow-growth,

highly indebted] quandary,

the editorial stated.

Subtly left unstated was the

exact nature of their judge and

executioner the capital

markets. Governments tv til be

punished by the markets, in

other words, should they

commit the crime against

capital of siding with

humanity and upholding their

end of the social contract.

“[Governments} will not be

permitted to tax their way
out," the editorial concluded,

“and their economies probably

will not grow out of it either.

Wbat is left is just to whittle

away unceasingly at the

promises made in an earlier,

happier era. No wonder

politicians are so unpopular."

To put to mildly. And yet. I

wonder. Do politicians really

drsrrvi* all of thr bbiue? Might

not *a»n»» ,h'*ily. nr something,

else, a iso share the fault?

For politics is indeed “the

shadow on society by big

business”, as the Atneman
philosopher John Dewey saw
clearly, and “the attenuation of

the shadow will not change the

substance".
Dewev. of course, was nght.

But reading the Financial

Times, one gathers that it's not

supposed to, anyway.

David Peterson,

99-101 S. Springfield.

Evergreen Park,

Illinois 60805, US

Misgivings over Russia’s alcohol law

From Mr T.W. Jackson.

Sir, John Thornhill’s article

"Russian spirits hit by vodka
imports" (January 4) about the

problems faring Russian vodka
producers touches on new
legislation which will hinder
opportunities for EU spirits

producers.

The European spirits

industry regards Russia as a
market of great potential for

its products and therefore

views the impending Alcohol

Control Law with considerable

misgivings. The law will place

stringent quantitative

restrictions on spirits imports,

and will also severely limit

much needed foreign

investment in the Russian

spirits industry.

These protectionist and
restrictive measures directly

contravene the provisions of

the recently concluded EU,
Russia partnership and
co-operation agreement and
the requirements of the World
Trade Organisation, which
Russia aspires to join.

While we have sympathy

Ethnic nationalism no threat
From Mr K. Cakaroghc

Sir. Edward Mortimer is too

pessimistic about a threat of

ethnic nationalism in Turkey
(“An identity crisis”, January

3). I agree that the failure of

the pro-Kurdish Hadep party to

secure any seats in parliament

is unfortunate. However, one

should bear in mind that the 10

per cent national threshold

was applied to all parties.

Consequently, even the junior

coalition partner in the recent

government had difficulty

securing more than 10 per cent

of national votes; moreover the

nationalists who favour the

use of force against the PKK
foiled to qualify for the

parliament.

I have heard different

estimates of the number of

Kurdish people living in

Turkey. On average, foreign

sources agree on a figure close

to 15m. This compares very

poorly with the 4.2 per cent

share of the national vote that

the pro-Kurdish party achieved

in the December 24 election.

Besides, in Istanbul where
there appears to be a large

Kurdish community, the

pro-Kurdish party received an
insignificant number of votes.

This suggests that a

harmonisation of the Kurdish

ethnic minority with the rest

of the population has largely

taken place and hardly

warrants an ethnic nationalist

threat for the country.

K. Cakarogiu.
Sariguzel Cad,
Filiz Apt. No.1/2,

Fatih, Istanbul, Turkey

World Bank and privatisation of Brazil’s CVRD
From Mr Cabmd T- NankanL

Sir, Your article “CVRD sale

shows limits of World Bank
adviser rules” (December 18)

on Companhia Vale do Rio

Doce (CVRD) procurement
issues was inaccurate. The
article implies the World Bank
is finnnring the CVRD
privatisation process in Brazil.

We are not
The article also implies that

the procurement procedures

used for the choice of the
fingTirifll adviser for the
process are those of the World

Bank. While the Brazilian

authorities have chosen a

process which has many
similarities to those of the

World Bank, it has some
significant differences. In fact

present World Bank guidelines

do not provide for elimination

of firms on the basis of

deviations from the average
price.

Finally, while the World
Bank is indeed in the first

stages of reviewing its

guidelines for the choice of
consultants, bank policy in one

area will remain firm: price

will never overtake quality as

a factor in the selection of

consultants. I assure you that

the bank will never put its

clients in a position of paying
peanuts to monkeys.

Gobtnd T. Nankani,

director,

country department I,

Latin America and the

Caribbean region.

The World Bank,
1816 H Street NW,
Washington SC 20433, US

with tiie task lacing spirits

producers in Russia as they

grapple with changed market

conditions, recourse to

protectionism and ignoring

international trade obligations

are inappropriate solutions.

T.W. Jackson,

chairman of the trade

committee,
European Confederation of

Spirits Producers,

Ave de Tervucren 192 bte 3,

B-1150 Brussels.

Belgium

No point in a
witch-hunt
From C..4. Uettvllcn Palmer.

Sir, The UK Personal

Investment Authority has no
future as a consumer watchdog
leading IV7tacft.!*-style

witch-hunts against high

charging companies.

This screes to discourage

investors absolutely from
pensions and savings plans

and to keep their cash in the

building society for the long

term.

By publishing the

Information the charges are

seen in a negative light. The
PIA itself is paid out of these

charges. If companies
overcharge then it is for the

PIA to deal with them on an
individual basis - it should not

whip up consumer distaste

first by publishing league

tables.

The consumer, when
choosing, is faced with an
overload of information and
inevitably will be guided by
the adviser. The key feature is

trust

This is what other

professions have attained -

solicitors and accountants and
others and this is what the PIA
should focus its attentions on.

C.A. Llewellen Palmer,

1 New Row,
Brockhampton.
Andoversford,
Cheltenham.
Gloucestershire GL54 5XQ
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Stricter EU
standards on car
emissions are not
the answer to

pollution problems
The state of the
environment is

crucial to
everybody’s
quality of life.

This makes it a
primary consideration in the
management of modem econo-
mies. And it means that pollu-

tion - the inevitable by-
product of any human activity

- must be controlled.

It is precisely because of
their importance that environ-

mental issues need to be
addressed on the basis of
in-depth scientific observation.

Yet the environment is a sub-

ject in which emotional or irra-

tional arguments all too often

hold sway, resulting in hasty
or contradictory decisions.

This has sadly been the case

with the vehicle emission stan-

dards set by the European
Union.
Contrary to popular belief,

air quality in Europe has
improved markedly in recent

years and improvements in

automotive technology have
made a big contribution to

this. Cars marketed in the EU
this year will emit between
eight and 10 times fewer pollut-

ants than those sold in the
early 1980s. By 2000, 20 per cent

of cars on the road are likely to

account for 80 per cent of emis-
sions.

But the cost of achieving this
- at FFr44hn (£5-28bn) a year
in the EU as a whole - has

been very high. This has acted
as a burden on the competi-
tiveness of European manufac-
turers at a time when the mar-
ket for cars has been weak
(contracting by 16 per cent
between 1992 and 1993) and EU
unemployment has been rising

sharply-

The principal reason for this

high cost has been the Euro-
pean Commission's decision to

concentrate on emission stan-

dards. Faced with a lack of
environmental data, officials

chose Strict emission standards
as the[route to lower pollution,

reasoning that the new regula-

tions ikrere at least a step in the
right direction.

Not
J

only was this a blind
approach that failed to take
costs into account, it also bad
some

|

unintended conse-
quences. For example, the reg-

ulations caused average fuel

consumption to rise by some 5

per cent because they forced

caradkers to equip petrol
engines with catalytic convert-

Tougher rules

would hobble

Europe's fragile

manufacturers and

economy - all for

the sake of a

marginal reduction

in vehicle

emissions

ers to control harmful emis-
sions. But this extra petrol con-
sumption might itself have
increased emissions of carbon
dioxide.

A decision to impose even
stricter emission standards for

new cars in 2000, in line with
the Commission's present plan,

would further increase costs
unnecessarily. What is more.
European carmakers would
have difficulty passing on
these costs in full to consum-
ers, so their profit margins -

already unacceptably thin at

about 1 per cent of turnover -
would be squeezed.

Tougher regulations, in
other words, would further
hobble Europe’s fragile manu-
facturers and the economy at

large - and all for the sake of a
marginal reduction In vehicle

emissions.
The main consequence of

trying at all costs to purify the
air that will be breathed in 10

years' time by EU citizens,
might be to strangle their pres-
ent consumption and place
their jobs at risk.

Fortunately, the European
Commission is coming around
to a much more intelligent
approach to environmental
protection by setting targets
for air quality. This initiative

is replacing the traditional
approach, which was to apply
ever stricter emission stan-
dards to new cars by adding
increasingly sophisticated anti-
pollution devices.

The new approach involves
oil companies, tyre manufac-
turers and road builders, as
well as carmakers, and takes
account of local conditions.
The first benefits of this

emerged recently with the

results of research conducted
by the so-called AutoOil pro-

gramme. a scientific and eco-

nomic study group set up by
the Commission in 1994.

These initial results show
that the maintenance of pres-

en/ EU car emission standards
should be enough to ensure
that Europe's air quality
reaches World Health Organi-
sation targets in 2010. In other
words, stricter EU emission
standards are unnecessary.
Admittedly, about 10 per

cent of the EU's population
still has to cope with u^ccept-
ably high pollution levels and.
in these cases, the situation
does, of course, need to be
improved. But it would be
more effective and less costly
for everyone - including the
regions in question - to use
local measures to improve air
quality in these pollution
blackspots. rather than tight-

ening overall EU emission
standards still further.

These local measures could
include:

9 The promotion of extra-
clean fuels for use in cities, of
the type already available in
Sweden:
• The use of electric cars and
natural gas-fuelled vehicles;
• The installation uf new elec-
tronic systems to improve traf-
fic flows: and
• The greater use of incen-
tives to accelerate the vehicle
replacement cycle.

A rational and intelligent
approach to the challenges
posed by environmental degra-
dation should stop here.

The author L& chairman and
executive of PSA Peugeot

Citroen, the French carmaker.

I
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ABB: engineering a solid base in former communist bloc

Creating jobs
in Germany

Germany may be the strongest
major economy in Europe, but it

too has caught the European
employment disease. Even in what
is, admittedly, a weak cyclical
Upswing its overall unemployment
rate is u per cent. Some action
must be taken. But the proposal
from Mr Klaus Zwickel, president
of IG Metall, the engineering
workers' union. lor an “alliance
for Jobs" is not a solution.
lie fact that Mr Zwickel has

explicitly recognised the link
between labour costs and employ-
ment marks an Important
advance. But bis plan - under
which employers in the metal
industry would create 330,000 jobs
between 1996 and 1998, in return
for IG Metall's acceptance of a
nan-inflationary wage deal in 1997
- is a fantasy. True, the proposal
was enthusiastically welcomed by
Chancellor Helmut Kohl, who has

at the level of particular compa-
nies or industries.

Attempts to expand employment
fees at least three distinct obsta-
cles. First, the economy is operat-
ing at below frill capacity, though
maybe not all that Trmrh below,
since structural unemployment is
widely estimated to be between 8%
per cent and 9 per ewrtf Demand
needs to expand once mare, which
the loosening of monetary policy
last year ought to secure in the
course of 1996.

Second, the real exchange rate
is probably quite seriously over-
valued. While the D-Mark's real
appreciation since the beginning

declared the fight against unem-
ployment his priority for 1996. But
that merely proves that Mr Kohl,
far all his virtues, is no economist.
Bow could employers deliver an

such a promise? Exposed to the
unpredictable gales of global com-
petition, enterprises must deter-

mine their employment by the
needs of profitable survival. What
Mr Zwickel desires couHhanly be
delivered by something like the
old east German planned econ-
omy. Everybody in Germany
knows why that collapsed.

If the plan is a non-starter, the
notion of a link between costs and
employment is not But the link is

Dot a strong one in the short run
and is also likely to be very weak

of the decade is modest aft least
according to calculations by J P
Morgan, the economy hg$ to gen-
erate additional jobs for the unem-
ployed east Germans.
Third. German employment is

exceptionally dependent on manu-
facturing. In 1994, 36 per cent of
German civilian employment was
in That sector, compared with 27
per cent in France and 24 per cent
in the US. Pace Mr Zwickel, it is

inconceivable that mannfartnrtng
employment would now rise. What
is needed, instead, is mare jobs

elsewhere. But growth of services
remains constrained by excessive
regulation.

It is good news that Mr Zwickel
understands the threat of high
labour costs to his members. But
the employers he

-
cbnfrQnts are

not going to generate many, if

any, more jobs. The obstacles to

greater employment have been
largely created by the politicians.

They must now remove them.

Bad hatting
What's good for Vickers is good
far Britain. That, evidently, is the

assumption on which relations

between private industry and the
public service are now based in

the DK For the last two years the

same person, Andrew (keen, has
simultaneously been head of Mid-
dle East policy at the Foreign
Office and -a non-executive direc-

tor of Vickers Defence Systems, a
subsidiary of the Vickers group.

Perhaps the most troubling
thing about this fact is that nei-

ther Mr Green nor his colleagues

showed any embarrassment when
it became public last week. An
official spokesman justified the
practice of "double hatting” (com-

bining official duties with private

directorships) as part of apolicy of

encouraging civil servants to offer

their skills to private industry.

Evidently it is quite widespread.

It would hardly have beat toler-

ated in Gladstone's day, or even as

recently as the 1970s. In those

days civil servants were still zeal-

ous guardians of a notion of the

public interest as something dis-

tinct from that of private compa-
nies. Now, no doubt, any civil ser-

vant who raised an eyebrow
would be regarded as ripe for

retirement

The directorships in question

are said to be unpaid and "non-ex-

ecutive”. But they must still carry

with them legal responsibilities to

shareholders (meaning, in the case

of Vickers Defence Systems, to the

parent company). Mr Green, it is

added, will relinquish his position

at Vickers before talcing up his

new post in Riyadh. One wonders
why. Why should a conflict of
interest arise when he is ambassa-
dor, where his duties will include

the promotion of Britain's com-
mercial interests, if there is none
when he holds a policy-makingjob
in London with the stabihty-af the
whole Middle East to consider?

Vickers Defence Systems may
be the only British 'currently

competing for a -Saudi task con-

tract. It is hardly the only one
doing business in the Middle East
No doubt the Foreign Office's

expertise is shared with them all,

but Mr Green can hardly serve on
all their boards/ Why does one
company get special treatment?

Of course, it is good that some
civil savants gain experience in

the private sector, through periods

of secondment. But surely they
should know which master they

are serving at any given time. The
issue certainly merits consider-

ation by Lord Nolan's committee

on standards in public life.

Perhaps it is unavoidable that

some parts of the government,
such as the Defame Export Sales

Organisation, identify strongly

with the interest of British export-

ers. But that wily makes it more
important that an official with
political responsibilities, like Mr
Green, should be free to consider

the wider public interest. That
interest was not well served by
unrestrained aims sales to Iran in

the 1870s. The same could be true

in the Arabian peninsula today.

Enron’s lessons
Mr Manohar Joshi, chief minister

of Maharashtra, took something of

a gamble when be cancelled the

Dabhol power project in August.

Had he failed to negotiate better

terms from Enron, the US power

company which is leading the

project, the state would have been

unable to meet its energy needs.

Other Indian projects would also

have suffered as investors took

fright at the cancellation of a deal

that had been firmly agreed, albeit

with a previous administration.

With this week’s agreement the

gamble appears to have paid oft,

though not in nearly such a spec-

tacular way as suggested by the

cut of more than 20 per centm the

proposed price of Dabhol s power.

The fine print remains opaque,

but much of the revision appears

more form than substance.

The new tariff; like the old one,

is an indicated price in pres-

ent-day money derived from pnees

likely to prevail when the project

is up and running- But it uses a

different discount rate to work

back to the present day. Somew
the swelled cut in capital cost

relates to phase two of the project,

which had never been agreed. A

further cut relates to the spin-off

of the regasification plant, which

will preserve Enron's return while

reducing Maharastra’s income.

Thus initial estimates suggest

Enron can expect a fairly modest

cut in Us real return from rams.

thing like 21 per cent to 17 per

cent That is an encourage
come. It does not prove that Enron

was gouging the market as some
thought at the outset, but it

means the new Maharastra gov-

ernment was right to see whether

any extra mileage could be wan.

At the end of the day Enron
appears to have been left with a
reasonable rate of return for a
developing-country project Little

damage should have been done to

India's broader reputation.

Yet that still leaves the question

of whether the fuss could have

been avoided. The original negoti-

ation was flawed, perhaps because

it was so experimental There was

no competitive bid and the process

lacked transparency. Too little

effort was made by either Mahar-

ashtra or Enron to explain the

deal and justify the price.

The immediate upshot may be a

further delay in other power pro-

jects as state governments try

their own luck at renegotiating. In

the longer run, though, there is no

reason why returns on power pro-

jects should not fall gradually as

the rules of privatised power

became more familiar. That has

certainly been the case in the

industrialised world.

Eventually the Enron case may
simply be seen as the start of that

process in India, but it would be

speedier if both sides aimed for

more transparency, to reduce risk.

Investors should then accept

lower returns and consumers

could benefit from lower prices. If

India could learn that lesson, it

might not even have to pay pro-

ducers a return of 17 per cent
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Woven into the fabric
ABB's chief executive tells Stefan Wagstyl why its expansion into the
former communist bloc brings benefit to the west as well as to the group

r Percy Barnevik,
chief executive of
ABB, the Swiss-
Swedish engineer-
ing combine, is

staking his reputation on eastern

Europe and the former Soviet
Union.
In just five years he has built a

network of 60 companies in the
region, establishing the largest

manufacturing operation there of
any western group.

Unlike some competitors, ABB
has not been scared off by the chaos
of the needy emerging market econ-

omies, the vast distances or the
poor communications links . The
rewards are growing local sales and
low-cost supplies of topdass prod-

ucts for highly competitive interna-

tional markets.
Moreover, Mr Barnevik believes

he Is making a vital contribution to

the economic transformation of the

former communist bloc, which he
sees as the most important chal-

lenge faring western Europe. With-
out investment, easLEuropeans and
Russians will remain poor - and
prey to militarism, nationalism.

anti-Semitism and maybe civil war.

Mr Barnevik argues passionately

that development will bring wealth
not just to the east but also to the
west “We will have a new Asia-

Pacific right on our doorstep. You
don't have to invest out of fear or

out of charity. You can do it out of

self-interest"

ABB had an advantage over other

western companies in moving into

eastern Europe. Mr Barnevik was
talking to the Polish communist
government about possible invest-

ments as early as 1988. While other
companies were still getting to

grips with, the collapse of the Berlin

wall in 1990, ABB was completing
its first acquisitions - of Zamech,
Poland's only turbine-maker, and
Primal, the country’s largest gener-

ator manufacturer. This was fol-

lowed by investments in Poland and

the Czech Republic, notably in
Brno, where ABB bought a power
engineering complex.
ABB is weaving itself into the

region's industrial fabric, particu-

larly in power engineering where it

sees great potential in renewing and
replacing outdated power stations.

Its plants now range from Elblag

in northern Poland to Usf Kameno-
gorsk in Kazakhstan. It has a bomb-
scarred factory in Croatia, and
another in the Bulgarian village of
Petritsch which supplies switchgear

to western Europe.
More recently, ABB has pushed

deep into Russia and Ukraine, with
acquisitions including plants in St

Petersburg, Moscow, Kiev and
Kharkov. The group adds a new
company every month in the former
Soviet Union.

.

Orders in the'<region have leapt

from $225m;m fe90 to Sl-65im in
'

1994 and are expected to rise to

between $3hn and $4hn by 2000 - up
to 8 per cent of the expected group
total. ABB now employs nearly

30.000 of its 21L000 staff in the for-

mer communist bloc.

The move is also helping ABB
secure lower-cost sources of compo-
nents such as turbines and switch-

gear which are up to 40 per cent
cheaper than western suppliers.

The savings are playing a part in

toe group’s cost-cutting drive which
is helping win international market
share against tough competition.

While some rivals such as Westing-

house of the US are under pressure,

ABB reposted a 47 per cent increase

in net profits for the first nine
months of last year to $65lm.
ABB has controlled the financial

risks by keeping acquisition costs

low. It rarely spends more than
y9fim on 3 single acquisition and xts

whole eastern network cost only an
estimated $S0Qm to buy.

A few acquisitions have ended in

disaster. The group lost $im when
it abandoned a joint venture in
Moscow after fording its would-be

partners were involved in organised
crime. But Mr Barnevik says that

spreading investment over many
separate ventures in eastern Europe
has been less risky than investing

the 1500m or so needed for a single

western acquisition.

Nevertheless, the commitment of
management resources to the east

has been huge, with Mr Barnevik
devoting about a fifth of his time to
the region. From the outset, the
group derided there could only be
one quality standard at ABB plants

So the group’s western executives,

engineers and computer experts
focused on bringing eastern facto-

ries up to the group's global stan-

dard. “Our success is due to the
intensity of these contacts," he
says.

O ne atthe biggest chal-

lenges has been train-

ing thousands of east-

ern managers and
technicians. While

their technical skills were often

more than adequate, they usually

had little knowledge of manage-
ment or marketing. Factories were
over-staffed and wasted space,
power and materials. Managers,
used to relying on government con-
tracts, were reluctant to become
sales executives. "It was a new con-

cept," says Mr Barnevik. “They felt

like beggars going out to selL”

Managers at newly acquired fac-

tories were paired individually with
western counterparts. ABB strug-

gled to find the right word to

describe these western trainers to

avoid being patronising towards
their eastern charges. It tried and
rejected “godfather” and “grandfa-

ther" before settling on “coach".
The approach has been so success-

ful that tiie group is now able to use
its Polish and Czech managers to

train Russians and Ukrainians.

Mr Barnevik says it would have
been easier in the short term to
appoint western managers to ran

the eastern factories. But eastern
executives have much more know-
ledge of local conditions. It was also

vital not to hurt their pride in their

own traditions - ABB's St Peters-

burg factory dates to 1887, its plant
at Brno in Czechoslovakia to 1814
“You can't treat these people like

third-world workers," says Mr Bar-
nevik.

The company has transferred

technology to the east - including

machine tools, computer pro-
grammes, technical drawings and
sales manuals. The Brno plant, for

example, received a production line

for control panels, transferred en
bloc from a Swiss factory.

It was not always easy persuading
western staff to co-operate with
their new colleagues - especially as
Mr Barnevik was simultaneously
reducing .the payroll in western
Europe from 141.000 to 125,000

between 1990 and 1994 German
engineers were initially reluctant to

trust Polish counterparts to meet
quality standards. Swedish techni-

cians initially refused to send draw-
ings to foe new plants and later

despatched plans which were writ-

ten only in Swedish. “Such sabotage

now mostly belongs to history,"

says Mr Barnevik.
He argues the investments in

eastern Europe are not the cause of

job cuts in the west Many posts

would have gone anyway. The new
investments safeguard the remain-

ing jobs in the west and create new
ones by making the group as a
whole mere competitive.

Mr Barnevik is disappointed that

few other western companies share
his enthusiasm for eastern Europe.
He urges them to take notice of the

success of companies which, like

ABB. have invested in the east,

such as Siemens, the German engi-

neering group, and Coca Cola, the
US soft drinks company. Mr Barne-
vik says: “We already have the
proof that it can be done. We have
done it."
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Cry for help.
Askingformer Zambian

presfcjataKamaetb Kannda to talk
ata conferenceJon Africa’s debt
crisis is-a bff like pitting frprida
Marcta in charge of a shoe shop.

After afl, Kamida’s weBoeanhig
but ultimately disastrous pursuit

ofhis homespim doctrine of
“htanarrism" - socialism by any
othor.name - left the Zambian
economy heavilyindebted and in

terrible shape.
• But the Dot Crisis Network, the

London-based charity which is

- organising next month's meeting,

is unrepotant-Lenders, they say;

alsomade mistakes: "It is not
- always wise to blame the vfcttms”-

Zambla is one ofthe most
heavily indrijted nations in tire

World ta per capita termq, the

charity adds. ‘Withoutradical debt
relief, they will be saddled with
this burdea for decades to came.

. Sure. But how Kaunda is:

.supposed to be part the radical
solution remains a bit ofa
mystery. Should he not share just

a Jittfe ofthe blame - together, of

course, with all those nasty
commercial bankers and beastly

World Bank officials who forced

the money uponhim?
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* interestingto see^whether the

•

Czech Buaness Journal, a new .

business mflgnrfTiP nlmwl gt the
En^ish^eaking community in
Prague, continues in such high
style.'-

The inaugural issue sports an
interview wfth Richard Sahanaim,
chrirman ofgoacraal Bankn it .

oifc by cuttinghim offin
mid-senteK*. Notsomething that
happens very hRen^^to taadoyeu of
Czech banking:

Head to

head with

the west

O ne turbine, its rotor

blades glinting in the
wintry sun, is destined
for Germany. A second is

heading for India. A third for Saudi

Arabia, Stefan Wagstyl writes.

In five years, ABB's Zamech
power and marine engineering

plant in Elblag, north-eastern

Poland, has become an Integral

element of the group’s
international production network.

The factory has been transformed
from a near-bankrupt state-owned
enterprise into a profitable

company, which in 1994 made net
profits of $16m on turnover of

$145m with further gains last year.

“Everything has changed. We did

it through controlled chaos," says

Mr Pawel Olechnowicz, the

44-year-old plant director who
oversaw the transformation.

Mr Olechnowicz, an engineer by
training, started thinking of ways
of reforming Zamech even before

ABB bought the plant ta 1990.

Then the manager of Zamech’s
foundry, he believed the best plan
was to replace the centralised

bureaucracy running Zamech with
decentralised profit centres for the
company's different divisions.

When ABB executives arrived,

they agreed. They also saw the
benefit of putting a homegrown
manager, rather than an expatriate
westerner, in charge of the
politically sensitive work of
restructuring a factory with more
than 4,300 workers. To his surprise,
Mr Olechnowicz was promoted to

the top job.

He set about proving what be had
long believed - that given the right
management structure and culture,

the plant’s workers could compete
with the west
ABB brought new technology,

including computers for design and
management work, and new
products such as gas turbin fes-

Although the company’s engineers
had previously worked only on less

sophisticated steam turbines, they
sold their first gas turbine to the
west in 1991.

Production costs tumbled as
modern management accounting
revealed the extent to which (he
factory had wasted manpower, raw
materials and factory space. The
workforce was cut from 4300 to

fewer Hum 3£00 in 1993 through
retirements and by spinning off

support services such as cleaning
into private hands. Today, Zamech
is recruiting again as sales grow.
ABB has kept dose control of

investment spending, concentrating

funds ta the early years on
computerising and modernising
existing equipment. It has only
spent heavfly on new machinery in

the past two years. Total

investment now exceeds 870m.
For Mr Stanislaw Wisniewski,

manager of the turbine service

plant, the biggest change has been
in the atmosphere. “People are
ready to train and learn because
they fee! a sense of involvement
That didn't exist before."

PoBsh power generation

Orders raettod byABB (Sm)

Source: AB8 forecast

100 years ago

Rumourednew triple alliance

Berlin: Lengthy despatches have
been exchanged between the

Kaiser and the Czar of Russia
and, as a consequence, Russia’s

cot-operation in the conflict

between Germany and TCngfowfl

cm the Transvaal question, it Is

asserted, is already assured.

France will regulate tar policy
on that of Russia. The
representatives ofthe Transvaal
in Europe are making efforts to
obtain the support ofFrance.

50 years ago

Dearer steel inUS soon
New Yak:Hie administration

has assured the steel industry
that a price increase is on the
way. President Truman said that
as soon as the industry's figures

for the final quarter of 1945 are
presented, a slight increase in
the price of steel will be
approved, but he sidestepped •

questions an whether the
increase will be around $2 per
ton or whether the higher price
might arert thethreatened
strike of 700.000 CIO steel

‘

workers next week. The steel

industry contends that an
increase of $2^0 per ton would
be inadequate to bring

operations up to a profitable

level, even without workers’ -

demands for a two dollar a day
wage increase.
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State company faces battle over $20bn plants UK hails th

Taiwan plans switch to l!*®?
1
’ with Germar1 iTiinsi mi

coal to meet power needs
By Laura Tyson in Taipei

Taiwan plans to build three
coal-fired thermal power plants

at a projected cost of T$54Qbn
(US820bn) to meet rapidly rising

demand for electricity, amid
fierce opposition to new nuclear

power plants,

However, Taiwan Power Co
(Taipower), the state power
monopoly, is likely to face a bat-

tle to secure government funds
for the projects and win over
environmentalists and residents

living near proposed sites.

Plans to build a fourth nuclear

power station were frozen indefi-

nitely last year after bids to build

the reactor came in far above the

allotted Taipower budget.

New bids were sought for

revised contracts, but many
observers believe that given the

strength of public opposition, the
project could be doomed.
Taipower has an electricity

generation capacity of about

19,300 megawatts. Each of the
new thermal plants is to have a
capacity of 4.00QMW. Demand for
electricity is rising by 6-7 per
cent a year, and the margin of
surplus capacity is below 10 per
cent.

Prompted by fears that Tai-

power may not be able to bring
new capacity on line quickly
enough, the government decided
to open power production to the

Japan reviews strategy.

private sector. Last June, seven
companies were granted permis-
sion to operate power plants by
1999. and further applications are

being accepted.

Independent power producers
are expected to provide 3m faW in

extra capacity, which they will

be required to sell to Taipower at

a fixed price. Foreign investors

may participate in power pro-

jects. but cabinet approval is

required for a foreign stake above

30 per cent
Taipower hopes to begin build-

ing the new plants in the next

three years. But Taiwan's envi-

ronmental lobby has gathered
strength in recent years and may
decide to push for cleaner burn-

ing gas-fired plants instead of

coal
Of Taiwan's total installed

power capacity. 13.3 per cent is

hydroelectric, 60.1 per cent ther-

mal and 26.6 per cent nuclear. If

construction proceeds smoothly,

capacity is supposed to reach
34,oooMW to give a reserve mar-

gin of 20 per cent
The government's policy is to

diversify energy sources. Hydro-

electric potential has largely

been exploited on the highly pop-

ulated island. If nuclear power
has become politically unfeasible

due to safety concerns and diffi-

culties ol waste disposal, this

leaves thermal power as the only

viable option.

‘deal’ with

China on
expanded
HK port

THE LEX COLUMN

Germany’s jobs angst ^
By Geoffrey CrothaU in Beijing

and Simon Holberton

in Hong Kong

Walesa wants his old job
back in Gdansk shipyard
By Christopher BobirrsId in

Warsaw and Anthony Robinson
in London

Poland's most famous electrician,

Mr Lech Walesa, has decided to

go back to bis political roots and
apply for his old job in the
Gdansk shipyard.

Mr Walesa took bis defeat In

the presidential elections last

month badly. He vacated the new
presidential palace in Warsaw,
flew home to Gdansk and refused

to attend the inauguration, of his

successor, Mr Alexander Kwas-
niewski.

He also left a political time-

bomb, accusing Mr Jozef Oleksy,

the prime minister, of being an
informer for a foreign power. The
security forces have until the end
of this month to come up with

evidence.

For the past six years Mr Wal-

esa has been on unpaid leave

from the shipyard where he
founded the Solidarity union in

1980. If he does go back to the

shopfloor, he will work from Sam
till 2pm, at a basic salary of

around 8200 a month.
As former state president, he is

entitled only to a government

bodyguard, a car and health care.

However. Mr Walesa, who was
paid $lm in 1969 by a US studio

which wanted to make a film of

his life, is not hard up, although
be has given large sums to char-

ity. The tax authorities are also

seeking substantia] arrears on
the studio payment, which his
lawyers are resisting.

Mr Walesa's wife, Danuta, told

Reuters news agency she saw
nothing strange in her husband's

plan to go home. “As no other

conditions have been provided
for the first person in the state -

why not? We are used to living in

tough circumstances.” she said.

Meanwhile, some of Mr Wal-
esa’s allies suggested the move
was a return to his working class

roots as be sought to rebuild a
constituency that could return
him to power.

By applying to the Gdansk
shipyard, he is going back to the
site of Solidarity’s historic vic-

tory over the Communist govern-

ment. The birth of the Soviet
bloc's only independent trade

union challenged the basis of the

totalitarian government
During the 1980s Poland's army

imposed martial law and arrested

Mr Walesa along with other oppo-

nents of the regime. In 1989, he
had his revenge as he led the

Solidarity movement to victory

at the polls.

By refusing to hand over power
personally to his legally elected

successor, Mr Walesa has under-

lined his belief that the return of

former communists to power has
turned the clock back.

But much has changed in

Poland since 1980, not least in the

Gdansk shipyard. It used to be

state-owned, like all other large

enterprises. Now it Is partly pri-

vatised and employees, including

Mr Walesa, own 40 per cent ofthe

plant’s equity. The Polish trea-

sury holds the balance.

The Left Democratic Alliance

(SLD), the former communists
who have led a government coali-

tion with the Peasant party (PSL)

as a junior partner since their

parliamentary election victory

two years ago, has vowed to con-

tinue with the economic and
political reforms introduced by
the first Solidarity governments.

But many Poles fear that the

reformist intentions of the leader-

ship are not so widely shared
lower down.

Murdoch bid
I
Chechens seize hundreds

Continued from Page l Continued from Page 1

this year's summer Olympics in

Atlanta so the intervention of Mr
Murdoch is likely to drive up the

cost of Olympic sports rights in

Europe whatever the outcome of

the contest. No deal has yet been
signed for the European rights

in Kizlyar and the strength of the

Chechen farces. Itar-Tass said as

many as 3.00Q hostages had been
seized by 600 Chechen fighters.

Other Russian reports suggested
there were 1.200 hostages and 400

rebels.

sons from a similar raid by Che-

chen forces on the southern town
of Budennov5k last June. Che-
chen separatists killed more than

100 people before escaping into

Chechnya, prompting a political

row in Russia which led to the
sacking of three ministers.

Mr Primakov'

China and Britain yesterday

agreed a long-delayed expansion

of Hong Kong's container port as

part of “significant progress" on
key areas concerning the future

of the territory. Mr Malcolm Rif-

kind, tbe UK foreign secretary,

said yesterday.

The agreements appear to

mark a more businesslike atti-

tude by Beijing to Hong Kong's
transition than has been evident

for many years.

They will be welcomed in

Hong Kong, which reverts to

Chinese sovereignty in 18

months, as the outcome of one of

the most productive meetings
between British and Chinese
leaders in many years.

Mr Rifkind began a three-day

official visit to China yesterday

with a meeting with Mr Qiao
Qichen. his Chinese counterpart.

In coming days, he is expected to

meet President Jiang Zemin and
Mr Li Peng, the prime minister.

Mr Chen Jian, China's foreign

ministry spokesman, acknowl-

edged “progress" on the con-

tainer terminal had been made
but stopped short of calling it an
agreement
Mr Rifkind said agreement

was reached on the issuance and
security of the future Special

Administrative Region Hong
Koug passport He said he was
now in a position to recommend
a course of action to the cabinet

in London on the granting of

visa-free entry to Britain for

SAR passport holders. This could

be resolved within two or three

months, he added
However, the foreign secretary

conceded serious disagreements
over the future of the Hong Kong
legislature still existed. “The
Chinese position [to dismantle
the legislature on July 1 19371 is

well known. We disagree with

it," Mr Rifkind said blnntiy.

He said he received “unqualif-

ied assurances" from Mr Qian
that all those who currently held

permanent residency in Hong
Kong would retain this status

after the handover in 1997.

The success of Mr Rifkind’s

first visit to China had been
threatened by the screening on
British television last night of a
documentary on abases in Chi-

na’s orphanages.
Although China’s foreign min-

istry denounced tbe programme
as “an attack on China", both

governments played down the
effect it would have on overall

bilateral relations.

Mr Rifkind said be had raised

the orphanages issue and human
rights in general in a "clear,

courteous and firm” manner, but

received a blunt reply from Mr
Qian who said the allegations

made tn the documentary were
“completely groundless”.

FT WEATHER GUIDE

Europe today
Southerly air flow will persist between high

pressure over Russia and low pressure south of

Iceland bringing mild air towards western

Europe. A wavering frontal zone will Influence

Norway, the Benelux, eastern France and
Tunisia with abundant cloud and outbreaks of

rain. The British Isles and western France will

have a few breaks in the cloud alternating with

some showers. Another frontal system will

cause rain in Portugal and western Spain. The
east coast of Spain. Greece and southern

Turkey will remain dry with sunny periods.

Large amounts of rain and strong southerly

winds are expected in the southern Alps. The
French and Italian Alps will have heavy snow
above 1500 meters.
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Five-day forecast
The western half of Europe and the

Mediterranean will be unsettled and mild until

next week. A senes of frontal systems wilt

sweep across the British Isles, Norway and the

west coast of the continent with large amounts
of rain. Further east, the disturbances will

weaken and precipitation will be less. The
southern Alps will continue to have large

amounts of rain and snow. High pressure over

Russia will keep eastern Europe dry with sunny
periods.
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TODAY’S TEMPERATURES Situation at 12 GMT. Temperatures maxamm for day. Forecasts by Mateo Consult of the Netherlands
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Chancellor Helmut Kohl's fight

against unemployment - his number
one priori ty for 1996 - has got off to a

bad start Yesterday's labour market

statistics showed German unemploy-
ment climbing to 9.9 per cent tn

December, far worse than expected.

The number of people out of work is

now likely to top 4m this January.

The real worry is that unemploy-
ment has increased during two years

of fair economic growth. Prospects for

1996 look worse. While the Bundes-

bank is clinging to its forecast of a 2

per cent rise in gross domestic prod-

uct. the DIW economic think-tank

halved its prognosis to 1 per cent yes-

terday. Manufacturing industry is cer-

tainly performing poorly. Exports are

softening in response to D-Mark
strength and economic weakness else-

where in Europe. At home, tbe picture

is dominated by destocking. Industrial

orders, a leading indicator, fell 0L7 per

cent in the west during November. In

response, manufacturers are accelerat-

ing their exodus overseas, antagonis-

ing Germany's powerful unions.

Much depends, therefore, on the

consumer. Tax cuts, even partly offset

by increased social security contribu-

tions. will leave most Germans better

off in 1996. So far, consumers have
shown themselves willing to maintain
living standards by dipping into their

reserves: Germanj^s savings ratio has

fallen by two points to 12 per cent in

tbe past seven years. Whether this

trend will continue in the face of ris-

ing job insecurity is questionable. The
British precedent is not encouraging.

FT-SE Eurotruck 200:
1610.5 <-5-2)

German economy

GOP growth, annual Ov chango

6 / I

1990 SI

Source: Dausireani

on maintenance training if they stick

with a single supplier.

Airbus’ disadvantage will become
even more severe If Boeing brings out

a stretched version of its 747. capable
of carrying over SOU passengers. Hence
the discussions within Airbus over
whether to develop n large capacity

aircraft of its own. The snag is that to

earn- 400 or more passengers, a com-
pletely new model would be required -

with a research and development cost

of perhaps S8bn-S9bn. Airbus will be
hard-pressed to find such funds from
its members. Another option would be

to raise equity from third panics. But
members, notably Aerospatiale and
Daimler-Benz Aerospace, would first

have to back plans to turn Airbus into

a proper company.

Granada/Forte

to uncomfortable levels. Interest cover

of four times would be higher than the

three limes Forte would carry after its

planned revamp; the figure would rise

to eight if Granada completed its

Ei.lbn disposal programme.
If Granada can reveal some hotel

deals during the bid timetable, its vic-

tory will be all but secure. Even if it

cannot, the odds have turned against

Forte. Its robust defence has squeezed

a further £470m out of Granada. But
there are questions over its commit-

ment to delivering shareholder value,

if the bid threat disappears. Separat-

ing Sir Rocco Forte's roles of chair-

man and chief executive would help

demonstrate commitment to share-

holders' Interests rather than those of

the family. But. at this late stage, it

might not be enough.

Rhone-Poulcnc

Granada's fight for Forte carries a

whiff of the asset-stripping 1980s. In

one comer is a defence team which
plans to turn itself into a pure hotel

group through £1.5bn of disposals. In

the other is an aggressor offering

£3.7bn for a business where it immedi-

ately plans £2.1bn of asset sales.

Nonetheless. Granada's revised bid

contains a convincing riposte to the

jibe that it was in danger of becoming
a sprawling conglomerate. By dump-
ing Forte’s asset-intensive luxury
hotels, Granada would be left with the

restaurants and mid-market hotels -

which fit well with its management’s
proven skills in catering.

There is. of course, a risk that Gran-

ada will be lumbered with Meridien.

and the trophy hotels. Given their low
return on assets, that would depress

earnings. Failure to secure their sale

would also push up debt though not

Boeing/Airbus
Malaysia's decision to order $4bn

worth of Boeing aircraft is another

blow to Europe's Airbus consortium,

coming hard on the heels of Singapore

Airline's Sllibn Boeing order. The
tables have turned decisively trom

1994, when Airbus pipped Boeing to

take leadership in global aircraft

orders. Boeing generated three times

as much custom in 1995; Airbus has
even been nudged into third place by a

freakishly good performance by
McDonnell Douglas.

Airbus is losing ground because it

does not have a model to challenge

Boeing's 747 jumbo jets. Not only does

this mean Boeing is certain to win
orders from airlines wanting aircraft

capable of carrying 400 passengers;

there is a knock-on effect for middle-

sized jets, since airlines save money

A profits warning from Rheme-Pool-
1

one has become virtually on annual
event. Since privatisation in ‘early

1990. the French chemicals group has

consistently disappointed. On the fece

of it. this latest upset does not look

serious. The group will still report an
improvement in underlying earnings i

for 1995. Many of last year's problems,
j

like the French transport strike and a

government levy on the group's phar-

1

maceutieals arm. should not recur.

However, Rhone-Poulenc's core

chemicals business slowed markedly
;

during the final quarter of 1996. It is
!

not alone. Destocking and falling I

prices have hit the industry across

Europe. What is disappointing Is that

Rhone-Poulenc should still be hit by a
downturn in bulk chemicals. The
group has no exposure to petrochemi-

cals or plastics and has spent the past

five years diversifying into val-

ue-added areas like food ingredients

and pharmaceuticals.

Acquisitions, such as thB El.Sbn pur-

chase of Fisons through Rhone-Poul-

enc Rorer, Its US arm, have left the

group highly-leveraged and the bottom

line vulnerable to a shortfall in operat-
j

mg profits. This has been compounded
by an apparently endless stream of

restructuring charges. As a result, the

shares are 30 per cent below their flo-

tation price, underperforming France's

CAC-40 index by more than 40 per

cent. So for. investors have borne tbe

costs of the management's ambitious
:

strategy, but there is no immediate
j

prospect of correspondingly higher I

returns.

Lex comment on special dividends

and House of Fraser, Page 17
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Foreign earnings
lift Creditanstalt
Creditanstalt, Austria's second largest bank, lifted

group net income 16 per cent last year to Sch2L2bn
($2Tftn) as brisk international business offset lower
profits from domestic operations. EarmTTgs per
share advanced from Sch46 to Sch50. Page 14

Upgrade lifts Frankfurt to alMime high
- - — . - In Frankfort, the Ibis-indi-

cated Dax index closed 14.71

higher at an all-time peak of

2.35L47 after Morgan Stan-
ley, the US investment hanir

and broker, upgraded Ger-
many and cut both UK and
Swiss equities, hoisting Ger-
many to 16 per cent of a
model European equity pari-

ng folio against a benchmark of
1&9 per cent Mr Marinis
Rosgen. a Morgan strategist

said the dollar could strengthen against the D-Mark
this year, which would be good for German export
prices and margins. Back Page

Ecfipresse fails f» follow fashion
Unification of share structures is aH the rage in
Switzerland, so it came as something of a surprise
when Edipresse, the dominant newspaper and mag-
azine publisher in French-speaking Switzerland,
went the other way, creating a second class of

shares in a move aimed at ensuring family control.

Page 14

Former UB Networks chief to head Tandem
Tandem Computers, the leading US manufacturer
of fault-tolerant “non-stop”’ computer systems, has
named Mr Roe! Pieper, formerly head erf its UB Net-
works subsidiary, as president and chief executive.

Page 15

Higher tax burden restrains Gold Fields
Gold Fields of South Africa, the most troubled of
the country’s aflmg gold mines, reported a slight

quarter-on-quarter improvement in pre-tax profits,

from R299m ($82.4m) to R304m, but this was offset

by an increased tax contribution. Page 16

Sun Hung Kal makes HK$4bn placement
Sun Hung Kai Properties, one ofHong Kong’s big-

gest property development companies, raised

HK$4.04bn (US$522nO through a share placement
The money will be used for property and infrastruc-

ture investments. Page 16

N American market helps Rolls-Royce
A sharp upturn in North America helped

Rolls-Royce Motor Cars of the UK raise total world

sales of its luxury Rolls-Royce and Bentley cars by
10 per cent last year to L556. Page 17

Blue roofs betray Philippine gold secrets
By spotting the hlue plastic roofs of makeshift huts

from the air, foreign companies can teD where the

largest concentration of small miners - most oper-

ating illegally - have gathered. Wherethe miners
congregate there are often high-quality gold depos-

its to be found. Page 18

Companies in this issue

ABB
AT&T
AirLanfca

Airbus

Atao Nobel

Adders

Automotive Corp

BTR

Boeing

Bristol-Myers Squibb

CPC International

Carrera Optic

Creditanstalt

DR Securities

Daewoo
Debater-Benz

Deutsche MG
Deutsche Morgan
Edipresse

Enso-Gutzeit

Equts International

Eurotunnel

Fdmann
Ford Motor
Forte

Forte

Franco Tetecom
GenCorp
G6n6rete des Eaux

Gold Fields of SA
Granada
HScom
Hinckley & Schmitt

House of Fraser

17,

4 frrterTWtfonaJ Paper 13
15 KWnwort Benson 17

5 Kvasmer 4
4 LVMH 17

14 Malaysia AWnes 4
17 Matsushita 16

13,16 McDonnell Douglas 4
17 Merrill Lynch 15

2 MetHRgeseflschaft 14

4 Metalurgica Carta 17

15 Mitsui 4
15 National Power 17

14 News Corp 1

14 Nova 4
15 Olympia & York 15

4 Paribas 14

14 Perot Systems 14

15 Piasmaco 16

ft 17 Pratt & Whitney 4

14 Reuters America 15

14 Rhflne-Pautanc 1, 12. 14

15 Rolls-Royce ft 17

14 SBC 14

14 SBC Warburg 17

15 Seiko 16

17, 12 Sierra Spring Water 13

13 Sri Lanka Telecom 5

3 Stena Line 14

17 Sun Hung Kai Prop. 16

13 Suntory 13

16 Tandem Computers 15

12, 13 Toshiba 4

1ft 13 United Straits Fuso 13, 16

13 Urritai 15

17 Vickers 17

Market Statistics

fAnnual reports service

Benchmark Govt Ponds

Bond Mures and options

Bond prices and yields

Commodities prices

DMdends announced. IK

EMS currency rales

Eurobond pices

Fixed Interest «dk»s

FTISHM World Infflcas

FT GoM Mnes mdex

FMSMA nd bond sve

22,23 FT-SE Actuaries indices 26

20 Forelpi exchange 21

20 Hits prices 20

20 London stare service »,w

18 Managed tends sendee 2ft25

17 Money markets 21

21 New kiU bond issues 20

20 New Yorit share sendee 2ft29

20 Recent Issues. IK 26

30 Stort-tem W rates 21

26 US Merest raw 20

20 world Stock Markets 27

Chief price changes yesterday

nUUNKRMT (WR

SAP AC

400 +
415 *

ns? *

Aacftcn Mchflog 1040 -

ParcdH 756 -

Zadsts Few 145 "
NSW YORK IR
IUmm
UCCtas W* *

Mt* -

Nall Gran 17*1 -

Prams pome
-

SGS-ThempnA ^ -

Tons tnda
-

UMDOHIMMl
124

540» *
21 *

155 *

215 *

EdrXuowI Ub
"

TORONTO (C3J

BM Oredjnp

ncnfH

Maddoom
Thorntons

Heton Group

ante Bo '9^ T

How* ™ *

SpccniCaag 13H

Drinra
~

GondaflTMM
-

PCOoca ^ "

N«m York «nd Torwrta price®

1DJ

NM |FFr)

Musa
feussd-Uttt 887 4

8.7

7.7

P*B»
212

ErttmaB-Sn 040 "

45 mnftsoMCA 100J -

19 Sefimeg 3156

7 Taftthpr 1800 ““

TOKYO (V«<4

RbH
JO) Mil & CMOS 617 +

M’sMaXoks SOW r

S*i WtA 910 f

4 Sun Afasn 515 r

3^1 Stem Sanoyo 567

5* TakaoK? Etoc 630 +

HOMG KOKOpWSJ
Mm>
Oati MhWI 11.1 4*

11 Node Broun 1A +

43V; unsay HZ
f

4

10

30

PM*
Com BK Pw 150 M

benafeng » 5.15

id Lina Kee
MMICOKiBeM

i»

HIti~
BouMueNm 3025 +

i*» Satsarttya
•r

IK Mi
Far Eaa 135 -

S’* name ns 81 ~

2W Natl Mra 51-5
eA

~

2*1 (IHwaua oO

SO

7.8

39

62
10.4

68

46

190

47

29
47

57

ass
0.16

0.15

0.85

02
a»

2.75

5

13

5.5

S

at tt30-

S££%.-v .

•

^r.V'j.-.a •-

-v

Leisure group increases its bid and renews assault on hotel company’s record

Granada adds
£500m to its

Forte offer
By Scheherazade Daneshkhu
and Raymond Snoddy in London

Granada, the UK. leisure,
television and catering group,
yesterday raised its chances of
winning its hostile bid for Forte,
the hotel and restaurant group,
by raising tts offer by SSQQm to

£3.74bn ($5.75bn) and renewing
its attack on Forte’s record.

“This is the knockout blow,”
Mr Gerry Robinson, chief execu-
tive of Granada, said as he
unveiled a package that included
a special dividend of 47p to be
paid out of Forte’s reserves.
Granada also neutralised the
Council of Forte, which has the
voting power to block the bid.

with a £50m agreement for its

trust shares, most of which will

go to charity.

Granada revealed it planned an
early sale of Forte's Exclusive
and Mfiridien hotels because of

the high level of interest received
from potential buyers.

The increased offer adds the
special 47p dividend payment to

the original offer of four new
Granada shares »nd cash
for every 15 Forte shares. At last

night's closing prices, this valued
Forte at 3TL86p per share, exclu-

ding a tax credit on the special
dividend.

The cash offer of 3ZL67p per
Forte share was raised to 362p.

Sir Rocco Forte, chairman of

Forte, the UK’s largest hotels
group, called the offer “a 1980s

style highly-leveraged asset
strip”. He said Granada's plans
for the company were “mis-
guided”.

There were no signs yesterday
of concerted buying of Forte
shares by Granada in the market
Some analysts thought the

revised offer tilted the balance

60-40 per cent in Granada's
favour, institutional shareholders

greeted the increased bid with
caution. “It's a reflection of the

strength of the Forte defence that

Grins from Granada: Charles Allen (left), chief operating officer, Gerry Robinson, chief executive, and
Henry Staunton, finance director

Granada has had to pay such a

full price.” said one.

Apart from the revised bid.

Granada launched an attack on
Forte's performance.

It claimed:

• Granada had produced profits

of £lOm from its 32 roadside
lodges while Forte had achieved

profits of £2fim from 122 Trave-
Iodges.

• it had spent £L2bn in take-

overs and enhanced shareholder
value white Forte had spent simi-

lar amounts to little effect

• it would be easy to make
£100m in savings in the first frill

year.

Forte accused Granada of
undertaking a fire sale of its

upmarket hotels and said it esti-

mated Granada would need to

sell £2hn of assets to achieve its

stated target gearing of 70 per
cent
Lex, Page 12; Still in the balance,
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Malaysia approves Hicom auto purchases
By Peter Montagnon in London

Mr Yahaya Ahmad is set to

consolidate his position as Mal-

aysia’s leading automotive mag-
nate after the government yes-

terday approved the purchase of

two further companies by Hicam,
the conglomerate he controls.

Hicom, in which Mr Yahaya
acquired a 32 per cent stake
from the government last year
for MSL7bn (US$666m), is to buy
automotive distributor United
Straits Faso for M$550m cash

and assembler Automotive Cor-

poration for M$S50m.
Malaysia’s securities commis-

sion said yesterday it had
approved a M$950m five-year

bond issue with warrants
attached to pay for the deals.

The acquisitions wfll add to

Hiram's automotive investments,

which include a 27.5 per cent

stake in Perusahaan Otomobll
Nasinnnl

,
maker of the Proton,

Malaysia’s “national car”.

But they wfll also help replen-

ish Mr Yahaya’s cash resources

after his purchase of Hicom,
since be controls both the com-
panies making the sales.

Mr Yahaya, a UK-trained
vehicle engineer, already had
connections with Proton through

his Diversified Resources com-
pany, which established a car

manufacturing venture with Pro-

ton in the Philippines.

Diversified Resources, in

which Mr Yahaya has a stake of

about 70 per cent, owns Automo-
tive. United Straits Fuso is

owned by Gadek, another listed

company in which Mr Yahaya
has a controlling stake.

The government hoped its sale

of Hicom to Mr Yahaya last year
wonld make the conglomerate,

in which it retains a 25 per cent

stake, more efficient. “We find

that whenever a company is

owned or partially owned by toe

people managing the company,
the performance is better,” the

prime minister, Mr Mahathir
Mohamad, said at the time.

However, the move is also seen
as part of the government's

desire to foster Malay entrepre-

neurs capable of challenging the

economic power of the minority
Chinese population. The Hicom
sale parallels the sale of a 32 per
cent stake in Malaysia Airlines

to Mr Tajudin Ram Li. another
Malay entrepreneur, in 1994.

Hicom said the securities com-
mission had required Diversified

Resources to provide a pretax
profit guarantee for Automotive
Corporation of at least Mt55m
for the next three financial

years.

Generate des Eaux sells US units for $290m
By Andrew Jack in Paris

and Richard Tomkins in New York

Compagnie Gfinerale des Eaux, the French
utilities and communications group, yes-

terday said it was selling its two bottled

water distribution companies in the US to

Suntory, the Japanese beverage manufac-

turer, for $290m.

The transaction will lift the position in

the US of Suntory, which produces whisky
and other alcoholic and non-alcoholic

drinks, raising its position from the fifth

to the second largest provider with a mar-
ket share of 10 per cent.

The sale covers two businesses acquired

by G&terale during the 1980s: Hinckley &
Schmitt, which It bought in 1980. and
Siena Spring Water Company, purchased

in 1988. Both supply purified water in bot-

tles and containers.

The decision by Gfen&rate to sell reflects

the French group's desire to cut the num-
ber of its business sectors following a

recent change of senior management and
heavy provisions against property which
are likely to lead to the group's first-ever

losses in 1995.

Mr Jean-Marie Messier, who took over as

chairman of the group last year.

announced in the autumn his intention to

refocus its activities into three principal

strategic areas: international water, tele-

communications and electricity produc-

tion. In the past, it had operated a wide-

range of businesses in diverse sectors

including water, energy, property, envi-

ronmental services, and construction

work.
It said the sales of the only two bottled

water distribution subsidiaries it owned
reflected its policy of divesting its “less

strategic” businesses.

The two operations between them
achieved sales of $l75m in 1995 and con-

trolled 5 per cent of the market, placing

them in third position In the US. During
1994, Hinckley & Schmitt reported a 10 per

cent increase in turnover from the previ-

ous year to £L62m and a 28 per cent rise in

net income to J8m. It had reported an
average 10 per cent annual sales growth in

the previous decade.

The deal is expected to be completed in

March.
Bottled water is a growing sector in the

US, currently worth S3bn a year. But it is

small in relation to other beverages. For

example, the market for carbonated soft

drinks is about $51hn.

US paper
group sees

weaker
markets
By Maggie Uny hi New York

International Paper, the world’s

largest paper company, achieved
record earnings in 1995, but said

recent weakness in its markets
was likely to continue into the

early part of this year.

Mr John Georges, chairman
and chief executive, said the
paper and packaging markets
weakened in the fourth quarter,

due to customers making inven-

tory adjustments. Once these

moves were completed, “we
anticipate that demand for our
products will resume their

growth as the economy
improves", he said.

His comments follow recent
warnings from European paper
companies which have reported a

sharp decline in demand at the

end of the year amid falling

paper prices and heavy destock-

ing by customers. There are fears

that new supply coming on
stream will weaken prices fur-

ther.

Yesterday Enso-Gutzeit, the
Finnish forestry group, warned
1995 profits would fell short of

expectations because of a sharp
drop in demand.
International Paper's net

income for the year was £Ll5bn,
more than three times 1994's

total of $357m, a figure depressed

by a $75m after-tax charge for

accounting changes.
Earnings per share rose from

$L43 to$ft50.

in the fourth quarter, net
income rose from $154m to
$263m, and earnings per share
grew from 61 cents to $1.01. The
quarter indudes a $7Qm pretax,

or 17 cents a share, restructuring

charge. The group announced
last week that it was shedding
1,300 of its 70,000 workforce.

Mr Georges said the group’s
$3.5bn acquisition of Federal
Paper Board, to be completed this

quarter, expansion programmes,
and improved efficiency would
help profitability in 1996.

In 1995, sales rose 32 per cent,

from $15bn to $19.8bn. The grade

of paper which saw the largest

sales and earnings gains was
printing papers, where sales rose

40 per cent over the year to
&l8bn. Demand in this area was
high and there was a “series of

price increases early in the year".

Packaging earnings “also
improved significantly for similar

reasons”, the group said.

International Paper said that

several businesses, including
wood products and some spe-

cialty activities, were lower for

the year.

Enso upbeat, Page 14

Barry Riley

Dividend income wilts in

the bull market
On- average,
company shares
worldwide now
yield a miserly
2.16 per cent This
is not quite a
record low. how-
ever, because the

yield dipped
slightly below 2 per cent in 1987,

when Wall Street was in the pre-

crash stratosphere and Tokyo,
with a tiny dividend yield, had a

near40 per cent weighting in the

World Index-

Now Wall Street is somewhere
up in the ionosphere by compari-

son, and toe dividend yield on

the S&P 500 Index is 5L3 per cent,

less than toe lowest seen in 1987

and a fall percentage point below

the 10-year average.

Does it matter? The “this time

It'S different” school has several

explanations for the apparently

declining dividend expectations

of investors. Mostly these relate

to tax. Internationally, dividends

are seen as inconvenient by

many cross-border investors,

forced to grapple with the with-

holding taxes Imposed by govern-

ments. Global institutions, unlike

some private investors, do not

actually Ia<e off dividends.

In the US, meanwhile, now

boasting the 40 per cent World

Index weighting once enjoyed by

Japan, the company tax system is

unfriendly to dividends. This has

encouraged the US company sec-

tor to return cash to shareholders

by buying stock in the market,

these buy-backs recently amount-

ing in aggregate to about half the

value of conventional dividends.

But as a recent paper from the

Federal Reserve Bank of New
York pointed out, it is right to

take issuance into account as

well as buy-backs. On a net basis.

market purchases fell well short

of closing the historical dividend

gap. Moreover, such cash trans-

fers through the market are of a

much lower quality than divi-

dends because they can be turned

on and off like a tap; cancelling

market purchases would carry

none of the stigma of a formal

dividend cut
The only valuation measure

that stands np apparently health-

ily today is the bond/equity Yield

ratio.

In 1987, US Treasury bond

As for Japan,
there is no obvious

relationship at all

between bond and
equity yields

yields backed pp to 10 per cent

and screamed a warning. Today,

in contrast, bonds yield nearer 6

per cent and the ratio is dose to

its average for the past decade of

2.6. Similarly, in the UK toe yield

ratio of 2.06 is undemanding by
recent historical tests.

But how long is a piece of his-

tory? After all, you may also

notice that the UK market's divi-

dend yield has only started toe

year below 4 per cent once in 20

years. That was in 1994, when the

market fell sharply during toe

first half-year.

Yield ratios were much lower

until the late 1960s - only L2 far

the UK market at toe beginning

of 1967.

A higher ratio allows far more
rapid dividend growth, whether
because of inflation or real divi-

dend acceleration. Recently,
inflation around the world has
dipped back to 1960s levels but
the yield ratios have not

responded.
Is this because dividends are

rising rapidly regardless? Year-

an-year dividend growth, indeed,

is about 8 per cent in the US and
12 per cent in the UK. But these

levels are not sustainable in

slow-growing economies. The
inevitable decline in yield ratios

will intensify the next bear mar-
ket.

As for Japan, there is no obvi-

ous relationship at all between
bond and equity yields. In the

past four weeks, while the Tokyo
stock market has jumped 6 per

cent, the benchmark Japanese

government bond has lost 3 per

cent in price and toe yield has

risen by about 40 basis points.

Moreover, the UK faces a politi-

cal attack on dividends under a

future Labour government,
which is likely to switch towards
US-style taxes and argue that

excessive distribution contributes

to inadequate investment
A world without dividends will

be less stable. If a company can-

not pay decent dividends out of

cash flow the reality of its earn-

ings may be in doubt. And
mature companies should be
encouraged to owniistribute, so

that' the resources can be recy-

cled to growth sectors.

If share prices are not anchored
to dividends they are likely to be
driven by extrapolations of
growth which may bear little

relationship to reality - as hap-
pened in Japan during the 1980s.

when dividend yields fell from 19
per cent to 0.4 per cent But in a
riproaring bull market, dividend

income somehow seems an after-

thought.

This announcement appears as a mailer of record only.
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Eurotunnel blamed
for Stena setback
Intense competition from Eurotunnel meant stena Line, the

Swedish ferry operator, suffered a 6 per cent fall in passenger
numbers on sailings between Dover and Calais, its main UK
route, last year. But Stena said numbers would have fallen

even further without a 25 per cent increase in the size of the
total cross-channel market in 1995. The drop in Dover-Calais

passenger numbers to 3.27m was the main reason for the 2 per
cent fall in Stena's total UK passenger traffic last year to

9.86m. But the group's overall passenger traffic increased 1 per
cent to 14.9m because of increased volumes on its Scandina-
vian routes. Christopher Brown-Humes, Stockholm

Fielmann close to German buy
Fielmann, Europe's leading optician, yesterday said it hoped
to complete talks for the takeover of Carrera Optic, the Ger-

man frame producer, by mid-February. The move marks a

considerable expansion in Fielmann’s production capacity.

Tire group is negotiating the deal with Safllo, the Italian frame
producer, one of Fielmann’s main suppliers and one of the best

performing stocks on the Italian market last year. The deal

would also mark a further significant expansion outside Ger-

many following the recent purchase of the Swiss opticians

group Pro-optik- Fielmann already has stakes in several Ital-

ian. French and Japanese frame producers.

MichaelLindemarm, Born

SBC, Perot Systems in link-up
Swiss Rank Corporation and Perot Systems of the US have
formed a strategic alliance to develop and market financial

industry related information technology (IT) products and
services. Terms of the deal are broadly in line with those

disclosed when a letter of intent was signed last September.

SBC will transfer its IT specialists from its SBC Warburg
subsidiary to Perot, a private company specialised in comput-
er-based information systems, and Perot will take on the

management of SBC Warburg’s IT infrastructure-

SBC has purchased an option to buy 10.9m shares in Perot,

founded in 1988 by the US independent politician Mr Ross
Perot. The US company is also buying a 40 per cent stake in

SBCs Swiss IT subsidiary, Systor. It was originally planned

that SBC would buy a 24.9 per cent stake in Perot, but the

bank said for regulatory reasons it had decided to buy a

long-term option for 10.5m shares instead. The bank said 550 of

its 700 IT specialists had already agreed to join Perot and the

rest were expected to follow. Ian Rodger, Zurich

Paribas to reshape forex side
Paribas, the French financial group, is to transfer its London
foreign exchange trading operations to Paris as part of a

“rebalancing” into three centres around the world. The group
confirmed yesterday that most of its 20 staff would be trans-

ferred or moved to other jobs, leaving just a handful of foreign

exchange employees in London to deal with marketing. It

stressed that London remained an important centre for other

activities, in which it employs about 1,200.

Andrew Jack. Paris

Daimler to part with stake
Daimler-Benz, the German industrial group, plans to sell its

remaining 7.33 per cent stake in MetaUgeseUschafL It said its

participation failed to meet the strategic goals it had set when
buying the stake. It was "not in a rush” to sell the stake,

worth more than DM32Qm f$222m) at current prices.

AFXNews, Stuttgart

Enso upbeat

despite cut

in earnings

expectations
By Christopher Brown-Humes
in Stockholm

Enso-Gutzeit, the Finnish
forestry group, warned yester-

day its 1995 profits would fall

short of expectations after

sharp production cutbacks in

the final months of the year.

However, it insisted it would
still achieve one of the best

results in its history because
of higher than average prices,

increased deliveries and a
more efficient corporate struc-

ture over the full year.

The group said 1995 operat-

ing profits would be about
FM3.6bn (S825m), up 50 per

cent on 1994 and equivalent to

17 per cent of total sales of

FM21bn.
In summer, when the pulp

and paper industry was more
confident about prospects, the

group predicted it would
achieve an 18 per cent operat-

ing margin in 1995.

After two years of growth,

the pulp and paper industry

was hit by a dramatic reversal

in sentiment in the final

months of 1995, resulting in

significant production
cutbacks and lower prices,

particularly for fine paper and
pnlp.

Enso said it had cut pulp

and fine paper production by
300,000 tonnes in the second

half as part of an industry-

wide effort to reduce the

excess inventories which were
blamed for the sector’s diffi-

culties-

At the same time, Veitsiln-

oto, the Finnish forestry group
which will formally merge
with Enso on May 1, will cut

production by 140,000 tonnes.

Enso said the combined reduc-

tion of 440,000 tonnes was
equal to about 8 per cent of

their production capacity of

5m tonnes a year.

Enso said it would cut pro-

duction further in the early

months of 1996 to help restore

balance in the pnlp and fine

paper sectors.

Enso said demand for news-
print remained strong, and
that its order book for food

packaging boards was normaL
Veitsilnoto is expected to

report operating profits of
about FMl.47bn for 1995. or 21

per cent of sales of FM7bn.

Foreign activities help Creditanstalt rise 16%
By Eric Fray in Vienna

Creditanstalt, Austria's second tersest

bank, lifted group oet income by 15 per

cent last year as brisk international

business offset lower profits from
domestic operations.

Group net profit climbed from
Schl.Sbn a year earlier to Sch2.2ba

(S2l7m> in 1995. Mr Guido Schmidt-
Chiari, chairman, said yesterday. Oper-

ating earnings rose 4 per cent from

Sch5.7bn to Schoiftm, while earnings

per share advanced from Sch46 10

SchSO.

Mr 5chmidt-Chiari attributed the

improved results to higher earnings

from foreign subsidiaries, especially in

the US and Brazil. International activi-

ties made up half the group’s business

volume and contributed two-thirds of

net income, be said.

Domestic business was under strong

pressure because of weak credit

demand, narrower loan margins and a

record number of business failures in

Austria. Earnings from Creditanstalt's

industrial holdings were higher, how-

ever. “The economic outlook is not

rosy, but we assume that our reorgani-

sation will lead to better results this

year." the chairman said.

Creditanstalt parent bank added
Sch3.1bn to its domestic loan loss provi-

sions. up from Sch2.7bn in 1994- In
marked contrast to previous years, the

bank was not forced to make net provi-

sions for its foreign loans.

The expansion in eastern Europe,
where Creditanstalt has become a lead-,

mg force, continued last year with new
capital investment of SchSQOm and a
further build-up in personneL “We are

cutting back domestically and expand-

ing in the neighbouring countries,'
1 Mr

Schmldt-Chiari said.

Combined operating earnings from
Creditanstalt's subsidiaries in Hungary.
Poland, Slovakia and Slovenia climbed

ll per cent from Sch330m to Sch366tn

and were all reinvested locally.

Creditanstalt has been assured by

Moody's that it will not be affected by
the rating agency's re-evaluation of
Austrian banks, Mr Schmidt-Chiari

said.

On Monday. Moody's announced it

would downgrade several banks in
Austria because of structural weakness
in the financial sector. Creditanstalt’s

long-term debt is rated Al by
Moody’s.

Mr Schmidt-Chiari did not reveal any
new developments in the status of Cred-

itanstalt's privatisation but expressed
confidence the government would sell

its 17 per cent controlling stoke this

year. Creditanstalt's privatisation has
been held up by political squabbles for

four years.

Mr Viktor Klima, Austria's new
finance minister, said last week he
would not reopen the public tender that
was cut short last October when the

governing coalition broke up, but would
negotiate with the bidders at hand.

Rhone-Poulenc struggles to defy sceptics
New profit warning has reaffirmed pessimism about group’s outlook, says Daniel Green
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S
hareholders in Rhone-
Poulenc. the French
chemicals company

which yesterday issued a prof-

its warning, are no strangers

to disappointment
They had, until yesterday,

some reason to hope that mat-
ters were changing. Since a

series of profits warnings in

the early 1990s. the company
had been privatised and
restructured with a series of

disposals and acquisitions. In

addition, the chemicals indus-

try as a whole last year experi-

enced a long-awaited recovery

in both the price of its prod-

ucts and the volumes sold.

At the time of the third-quar-

ter figures in October 1995,

Rhone-Poulenc 's net profits

looked good - FFrl.96bn
($397mj for the nine months,

up 71 per cent on a year ear-

lier. Management was upbeat
forecasting “a significant
improvement" for the year as a

whole.

It all seemed like a confirma-

tion of the earlier optimism of

Mr Jean-Rene Fourtou, chair-

man. When annual results

were released a year ago, he
said the company had under-

gone a "profound transforma-

tion" and forecast continued

improvement. Not least its

complicated capital structure -

caused by the government’s
pre-privatisation insistence

that its stake should not be

diluted - had been signifi-

cantly simplified.

However, the majority of

investors had remained scepti-

cal. Last year, Rhdne-Poulenc

shares underperformed the
already depressed Paris stock

exchange’s CAC 40 index by 15

per cent. Against the European
chemicals index, the decline

was 24 per cent
Ms Jacki Ashurst, chemicals

analyst at James Capel the UK
securities house, identifies sev-

eral factors affecting investors'

perception of the company.
They include:

• continuously high restruct-

uring costs - 1994 provisions

were FFr88lm.
• the difficulty of tracking the

company's financial perfor-

mance through the welter of

deals. The company is

renowned for providing large

volumes of financial and opera-

tional data. But the plethora of
acquisitions and disposals have
made year-on-year compari-

sons of the underlying busi-

nesses difficult

• a rise in the gearing, to

about 60 per cent following the

acquisition in October of UK
drugs company Fisous.

Rhone-Poulenc’s manage-
ment had a different set of rea-

sons for yesterday’s warning. It

blamed a downturn in the

French economy “visible from
last September" - the group
generated 215 per cent of its

sales in the domestic market
during 1994, the last year when
figures are available. It also

blamed the transport strikes

which gripped the country
before Christmas and a French
government levy on pharma-
ceuticals companies.
Such one-off effects did not

stop analysts from cutting

their long-term profits fore-

casts. James Capel lowered its

forecast for 1995 net profit by
FFr200m to FFr2m, and the

1996 net profit figure by
FFrtOOm to FFr2.6m.

Nevertheless, it is passible to

find reasons to hope that the

company may eventually turn

itself round.

Its strategy has been to focus

on higher value^dded activi-

ties, shifting from bulk to spe-

ciality chemicals, and with-

drawing from markets where
the resources required for mar-

ket leadership are too great.

The £1.8bn (82.8bn) Fisons

acquisition fitted well because
pharmaceuticals companies are

historically more profitable

than commodity chemicals and
less subject to buffeting from
economic recessions.

According to same analysts,

it is that kind of deal that

bolds the best chance of a

share price recovery. If inves-

tors can be persuaded to see

Rhdne-Poulenc as a pharma-
ceuticals company with chemi-

cals interests, rather than a

chemicals company, then the

share price should rise to lev-

els enjoyed by the more highly

valued pharmaceuticals sector.

Rhdne-Poulenc's prospective

price earnings ratio for this

year is VtX compared with a

ratio of about 21 for the world
drugs industry.

But even there, Rhdne-Poul-

enc faces difficulties in settling

in its new acquisition. Rhdne-
Poulenc Rarer, the 68 per cent

owned US-based drugs com-
pany, said yesterday its profits

would be “in line with the con-

sensus of analysts* expecta-

tions” only If exceptional items

relating to the acquisitions of

Fisons and the US biotechnol-

ogy company Applied immune
Sciences, as well as the French
government levy, were
excluded. RPR is France's larg-

est drug producer and may
have to make the biggest sin-

gle contribution of any phar-

maceuticals company in

France.

Before investors reconsider
their view of the company, fur-

ther rounds of disposals and
acquisitions may be required.

That would mean further diffi-

culty in assessing how the

group is progressing, further

provisions for restructuring,

and perhaps higher debt
More than two years on from

privatisation, investors and

analysts believe that Rhdne-
Poulenc faces more turbulence.

The prospect of corporate sta-

bility appears to be too far into

the future to be a factor in the

assessment of the company's
prospects.

This announcement appears as a matter ofrecordtmfy November 1995
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Banca Nazionale del Lavoro S.pA.,Succursale de Paris

Banco Bilbao Vizcaya SA., Paris Branch

Bank ofAmerica NT& SA

Banque Bruxelles Lamben France SA.

BanqueWorms
Cajade Madrid

CreditduNord
The Dal-Ichi Kangyo Bank,Limited, Paris Branch

Krcdictbsnk, Succursale fran^aise

'The Mitsubishi Bank, Limited.Succursale de Paris

Royal Bank ofCanada Group
The Royal Bank ofScotland pic

Scotiabank (Ireland) Limited

Standard Chartered Bank

Banca Monte dei Paschl di Siena SpA,London Branch
Banca Populate di Milano, London Branch

Banco Santander SA,Paris Branch
The Bank oFFokyo Ltd. Paris Office

Banque SanpaolO

BHF-BankAktiengescllschaft

The Chase Manhattan Bank,NA.
Credit© Italiano SpA, Paris Branch

Generale Bonk

Lyonnaise de Banque

NationsBank

Republic National Bank of NewYork
The Sanwa Bank, Paris Branch

Sogenal,Strasbourg

facility and SwinglineAgent
ABNAMRO Bank N.V.

Profit growth at Akzo Nobel tapers off

By Ronald van de KroJ

In Amsterdam

Akzo Nobel, the Dutch
chemicals group, said profit

growth tapered off in the sec-

ond half of 1995 after a strong

start to the year. Mr Cees van
Lede, chairman, said the com-

pany stood by previous predic-

tions that full-year results

before extraordinary items

would be higher than in

1994.

"However, the strong
improvement in results of the

first two quarters could not be
maintained,” he said.

Akzo Nobel's shares foil 22
per cent to close down FI 4J0
at FI 18430 on a slightly lower
Amsterdam stock exchange.

In November, the company
reported virtually flat net prof-

its for the third quarter. This

contrasted with the 16.3 per
cent increase in net profits

before extraardinaries recorded

in the first half of the year.

Mr van Lede blamed the
slowdown in profit growth on
lower-than-expected economic
activity on its main markets,

as well as on the destabilising

effect of the weaker dollar.

Pharmaceuticals, one of the

group's four businesses, man-
aged to post substantial
growth until the fourth quar-

ter, when it was affected by

controversy in the UK over a
government warning about
oral contraceptives. “This illus-

trates that the returns which
we make In the healthcare sec-

tor do carry risks," he said,

without giving details of the

division's results.

Edipresse fails to follow

U nification of share
structures is all the
rage in Switzerland as

Swiss quoted companies
become more investor friendly.

Swiss Reinsurance, Zurich
Insurance and CS Holding
have just done it and Union
Bank of Switzerland has been
tied up in court for over a year
for trying to do H.

Thus, it came as something
of a surprise when Edipresse,

the dominant newspaper and
magazine publisher in French-
speaking Switzerland, went the
other way, creating a second
class of shares in a move
aimed at ensuring family con-

troL

Moreover, the company
claims the step was part of a
strategy to improve the group's
investor appeal and raise more
money in the capital markets
in the next few years.

Mr Pierre Lamuni&re. chief
executive of the group,
acknowledges that this struc-

ture means minority share-

holders have little power to

provoke a takeover or change
in management if things go
wrong. “I make no moral judg-

ment about it; the important

thing is that we were clear and
transparent.” he says.

Mr Lamoniere. whose family

holds about 70 per cent of Edi-

presse's equity, says the group
foresaw the need to raise large

sums in capital markets and so
wanted the public float of its

shares to be larger, but R also

wanted to maintain family con-

trol

Its solution was to split each
of its 545,000 SFrlOO nominal

bearer shares into one new
SFrSO bearer share and five

SFrjo registered shares, each
with one vote.

Under this structure, the
family could retain absolute
voting control with a commit-
ment or only 30 per cent of the

equity capital. The family
intends to let its capital com-
mitment slide by not partici-

pating in future rights issues.

Edipresse

However, Mr Lamuntere says
the group will only raise new
equity capital when it has a
big acquisition lined up.

The first step in this direc-

tion could come fairly soon. In

February, shareholders
approved a 20 per cent increase
in authorised capital to
SFr65.4m ($5&2m).

In the past six years, Edi-

presse has consolidated its

position in the Swiss French
language print media market
and made a successful foray

Into Spain. After recording a
loss of SFrG.4m in 1993 because
of high restructuring costs, it

produced net income of

SFr29m last year, representing

a 32 per cent return on equity.
Analysts are looking for double
digit profit increases this year

and in 1997.

Edipresse’s roots are in a

diversified range of publishing

assets: a printing plant in Lau-

sanne, two newspapers, the
popular 34 Heures and the mid-
dle-market Le Matin; and large

stakes in Kiosk and Naville,

the two Swiss media distribu-

tion companies.
In 1388, it began to sharpen

its focus. Kiosk, which
operates mainly in
German-speaking Switzerland,
was sold to Mercur, a Zurich

diversified group, and a 65 per

cent stake in Naville was sold

to Hacbette of France. Two

years later, Edipresse bought
La Tribune de Geneve, a
failing middle-market paper,
revived it and drove its main
competitor, La Suisse, out of
business. It started a quality
paper, Le Nouveau Quotidien,
which is making fife difficult

for the venerable Journal de
GenSve.

The result is that while the
total number of advertising
pages in the French Swiss
press declined by more than a
quarter between 1990 and last

year to 54,266 pages. Edi-
presse's volume rose more
than a third to 21,401 pages.
Mr Lamunidre says the key

to success in the Swiss French
market has been recognising
the limits imposed by its rela-

tively small size - a population
of 1.3m.

E dipresse prints most of
its papers, with consid-
erable overlapping of

editorial and advertising mate-
rial at a single printing plant
It inserts several specialised
supplements Into the papers
because the market is too
small for stand-alone speci-

alised publications.

Hie group’s dominant posi-

tion in French-speaking Swit-
zerland means It has little

potential to expand there, and
in 1991 it began looking for tar-

gets in foreign markets.

fashion
Most European countries

were ruled out as being too

crowded but it targeted a Bar-

celona magazine publisher, El

Hogar Y la Moda, whose family

owners had succession prob-

lems. The price was not dis-

closed.

The deal has proved success-

ful with the former managers
continuing to run the business
and Edipresse providing strate-

gic direction and some techni-

cal know-how. Eight new titles

have been added to the original

three. One of them, Clara, has

become the largest selling

women's magazine in Spanish,

with 300,000 copies per month
sold.

Another venture in Portugal

is about to turn the comer, and

Edipresse directors are assess-

ing South American markets.

In September it acquired,

together with another Swiss

group, Przyjaciolka, a Polish

publisher.

“Our strategy is to work in

little markets, places where
Bertelsmann or Hacbette are

unlikely to be interested,” Mr
Lamuniere says.

Its experiences in Spain and

Portgual have taught Edi-

presse that it is worth making
an acquisition to build a plat-

form in a country. “But there-

after, we prefer growth by cre-

ation rather than by purchase.

The risk is bigger at the start,

but the potential pay-off is also

bigger."

While acknowledging that

newspaper and magazine read-

ership Is declining, the group

says It is not interested in tele-

vision. It believes that invest;

ins in hew publications can

more than offset the decline in

the market
“And each time a publisher

tires himself out and loses his

money by going into television,

someone like me will be there

to pick up his newspapers or

magazines," says Mr Lamb-
ni&re.

Ian Rodger
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Former UB Networks
chief to head Tandem
By Louise Kehoe
In San Francisco

Tandem Computers, the
leading manufacturer of fault
tolerant “non-stop" comparer
systems, has named Mr Roel
Pieper, formerly head of Its

UB Networks subsidiary,
as president and chief execu-
tive..

Mr Pieper, known as a com-
puter industry “tumround"
specialist, replaces Mr James
Treybig, Tandem's founder,
who led the company for more
than 20 years. Mr Treybig
announced his intention to
resign last October. He will
remain a member of Tandem's
board of directors.

The change in leadership fol-

lows a difficult year for
Tandem as the company strag-
gled to shift its focus from pro-
prietary technology to industry
standards.

Earnings for the fiscal year
ended September 30 fen to 91
cents a share on revalues of
JLSbn, compared with $1.50 a
share on revenues of $i_7bn in
fiscal 1994.

Tandem's problems stem
from its “cultural ambiva-
lence" toward the need to
make the software from its
“non-stop" computer systems
available for use on computers
from other manufacturers, said
Mr Pieper.

Tandem will now move more

aggressively to broaden its

software product line, he said,

through industry partnerships
and alliances such as those

recently announced with
Microsoft, Compaq Computer
and NEC of Japan.
Mr Pieper. 39, has spent most

of his career in the software

industry. He managed the
spin-off of AT&T'S UNIX
systems laboratories and
played a leading role in the
industry shift toward “open
systems" based on the UNIX
operating system before join-
ing UB Networks two years
ago.

Prior to USL. Pieper spent 10
years at Software AG, both in
Germany «nd in the US.

O&Y creditors agree deal
By Richard Waters
hi New York

Olympia & York has reached
formal agreement on a finan-

cial restructuring of its US
properties, a move which
marks the second big fmanrigl

reorganisation in the New
York office market in recent
months.
Last autumn, a. group of

investors led by Goldman
Sachs secured an agreement to
acquire the landmark Rocke-
feller Center in Manhattan.
The two agreements mark

the culmina tion of two of the
most ambitious, and ultimately

disastrous, property ventures
of the 1980s.

Olympia & York's US arm
was brought down by Canary
Wharf, the development in
London Docklands undertaken
by its Canadian parent. The
Rockefeller Center, meanwhile,
stambled into bankruptcy
when its Japanese owner, Mit-
subishi Estates, decided to
walk away from what proved
to be the high-water mark of
Japanese investment in the US.
The reorganisation of 0&Y*s

US buildings, which was
approved in outline by the
group’s US board a month ago.
was agreed by the main credi-

tors of the building yesterday.
Other creditors, as well as the
US bankruptcy court, must
approve the terms before they
become final.

The deal leaves the bulk of
the properties under the con-
trol of file Bronfman family of
Toronto. The Bronfmans had
fought fa* control of the portfo-

lio of buildings with Mr Leon
Black, whose Apollo invest-

ment fund won an influential

role in the restructuring after

buying debt secured on some
of the O&Y buildings.

Mr Black and the Bronfmans
have agreed to disentangle
their interests.

Merrill Lynch sets up in Jakarta
By Manueia Saragosa
In Jakarta

Bapepam, the Indonesian
Capital Markets Supervisory
Agency, has granted Merrill

Lynch a licence allowing it

to underwrite and trade Indo-

nesian securities on the domes-
tic market more than a year
after the US securities fins
applied to set up operations in

Jakarta.

Merrill Lynch Indonesia, a
joint venture with PT Persada
Kian Pastilestari, a company
owned by prominent lndone-
sian businessman Mr Hashim

Bjojhadikusamo, has also been
granted membership of the
Jakarta Stock Exchange.
Merrill Lynch Indonesia is 80

per cent owned by Merrill

Lynch and 20 per cent by PT
Persada Kian Pastilestari The
US securities house did not say
how much it had invested in

the joint venture.

However, the establishment

of a joint venture company to

accompany Merrill Lynch's
involvement with Indosat,

the Indonesian satellite

communications company
which was listed in 1994, was
flagged in Indosat's prospectus.

which states that Merrill

Lynch would pay its ftiture

joint venture company about
20 per cent of the fees it

received from the Indosat offer.

Merrill Lynch was also one
of the three global
co-ordinators for Telkom, the

domestic telecoms company,
which was forced to halve the

size of its offering and slash

the price of its shares last

year because of weak global

demand.
The fiasco was followed by a

spate of finger-pointing among
the securities houses involved

and government officials.

AMERICAS NEWS DIGEST

Bristol-Myers

forms new unit
Bristol-Myers Squibb has formed a generic drugs unit called
Apothecon Generic Development and Manufecturing Group
within its US pharmaceuticals group. Mr Lee Borg. Apothecon
vice-president and general manager, said the unit had been
created to strengthen Bristol-Myers Sqoibb’s position in the
expanding generic drugs market.
“Between now and the year 2000, the US generic market is

expected to expand at an annual rate of 15 to 20 per cent, and
an estimated $iobn to $i5bn worth of brand-name drugs will

come off patent," he said.

Apothecon is currently the third leading generic
pharmaceutical company in the US. with more than $350m in
annual sales. Agencies, New Jersey

Deutsche Morgan Grenfell buy
The Canadian unit of Deutsche Morgan Grenfell the
investment bank, is to take over DFI Securities, a
Toronto-based brokerage, in order to strengthen the bank's
presence in the Canadian market The activities of DFI
Securities comprise International equity sales, trading and
research. Deutsche Bank did not disclose the size of the
acquisition, which is subject to approval by the Canadian
authorities.

Mr Mark Kassirer, president of Morgan Grenfell Canada
said: “With this step, Deutsche Morgan Grenfell will almost
doable its equity business with institutional investors. At the
same time it will be become one of Canada’s top 10 domestic
institutions, and we will also intensify our research
activities." Wolfgang MOnchau, Frankfurt

CPC to take $34m charge
CPC International the US foods group, said it would take an
after-tax charge of 934m, or $0.23 a share, in the fourth quarter
to cover the costs of combining its baking operation with the
Kraft hairing business acquired in October. CPC said the
charge includes expected costs related to the closure of
duplicate administration, warehouse and plant facilities at its
pTrjgttng hairing business, the consolidation of redundant
business systems, and the reduction of some CPC baking
personnel performing duplicate tasks. Reuier. New Jersey

Reuters expands in US
Reuters America said it has bought Equis International a

Utah-based developer of technical analysis software for

individual investors, for an undisclosed eaoh sum It said its

investment in Equis International “is not material in the
context of Reuters net assets".

Reuters America will integrate the Equis International

product line with that of Reality Online, a Reuters company
that develops and operates a US online personal investment
service, Reuters Money Network. AFXNews, London

AT&T holds 33% of Unite!
AT&T, through its Canadian unit, will hold a 33 per cent

voting interest in Unitel Canada’s second-biggest

long-distance carrier, as part ofa restructuring.

This complies with new federal government rules on
ownership, Unitel said, and completes the 1994 deal under
which AT&T and three Canadian banks injected C$250m
(US$184m) to refinance the lossmaking Unite! Rank of Nova
Scotia will hold a 28 per cent interest, Toronto Dominion Bank
23 per cent and Royal Bank of Canada 16 per cent

Robert Qibbens. Montreal

Ford to give rebates of $600 in bid to to lift sales
By Richard Waters

Ford Motor yesterday
announced incentives of $600

on most of its new vehicles in

the US in an attempt to boost

sales, a move that suggests

that the early months of this

year will be as tough as the

start of 1995 in the world's big-

gest car and truck market.

The Ford rebates apply to

virtually all the company's car

models, including the Taurus,

a new model which was
launched only last autumn
after a $3bn development pro-

gramme. The Taurus hung on
to its spot as the US's biggest-

selling car in 1995, despite see-

ing sales slip by 35 per emit in

December compared with a
year before.

Until now. Ford has attri-

buted' the slow start for the

new Taurus to a number of

one-off factors, and has said

that the vehicle’s popularity
could only be judged on sales

in the months ahead.

Yesterday. Mr Ross Roberts,

general manager of the compa-
ny’s Ford 1 Division, said the
incentives were prompted by a
general “softness in the car
business’*, .as well as rebates

offered by others in the US at

the end of test year. “Our com-
petition was out there with big

incentives trying to get our
customers." he said.

The Ford incentives are in

the farm of cheaper {manning

on a new vehicle or a straight

cash rebate.

While also being offered on
several of the company’s light

truck models, the incentives

will not be applied to the popu-

lar Explorer sport-utility and
F-series pick-up trucks. Sales

of light trucks have remained

strong for all manufacturers,
balancing the fall-off in
demand for cars.

The severe weather in the

north-eastern states will

have an impact an new vehicle

sales in the opening month of
this year, Mr Roberts warned.

He added, though, that the
snow and ice were likely

over time to add further to
demand for four-wheel drive

vehicles.

Steelmakers braced for a wind of change
Andrew Baxter reports on the findings of a recent survey on trends in the industry

T he world’s 40 largest

integrated steel compa-

nies have invested

$75bn in fixed assets over the

past 20 years and generated a

net cumulative loss of more
than SlObn.

Yet only 10 per cent of

respondents in a new survey

by Beddows & Co, the London-

based consultancy, regarded

the industry's profitability - or

lack of it - as a failure.

It is an alarming finding, as

all the respondents were steel

industry chief executives. But

at least they agree that profit-

ability will improve.

Beddows had asked the chief

executives to list the industry’s

recent successes and failures

as part of a detailed question-

naire on the future of the

industry. The survey claims to

be the first attempt to gauge

the views of the industry s

leaders. , x .
,iWe only wanted to hear

from chief executives." said Dr

Rod Beddows, the consultan-

cy's managing director, we
told them to throw the ques-

tionnaire away if they did not

have time to answer it them-

selves." .

The first report, in a
1
?
ene?\".

six that will analyse the chief

executives’ responses, suggests

the industry will continue to

experience significant change.

"Without doubt, managers or

steel businesses face consider-

able challenges in selecting

and implementing the strate-

gies for success.” it says.

The similarities in the

responses are ^revealing as

the differences. There is a con-

sensus across all regions that

profitability will

almost to per cent °f resi-
dents expect electric arc fur-

nace producers to

greater growth m
than producers usmgtheh-a

tional blast furnace routes

Similarly, developing coun-

tries win over industrialised.

flat products over long prod-

ucts, coated over uncoated and
finished over semi-finished.

None of the chief executives

expected state-controlled pro-

ducers to be more profitable

than non-state-owned.

Levels of steel trade, both

inter-regional and intra-

regional, are also generally

expected to increase. Beddows
says expectations of increases

in trade inside regions is con-

sistent with the gradual open-

ing up of trade barriers

between countries in the Nafta

region, the European Union
and the Asean block.

It is sceptical though, about

the potential for significant

increases in trade, because

transport costs are high and 25

to 30 per cast of steel products

are already traded internation-

ally.

There is a largely consistent

forecast too, on the future of

downstream activities - pro-

cessing the product after cold-

rolling - and the big steel pro-

ducers' role in this area.

Steel service centres, often

owned by stockholders, are

increasingly moving into

valu&Added activities, such as

slitting steel into specific

lengths for customers or even

welding parts together to make

a senri-fabricated component

The survey shows the big

steel companies are keen to

win a bigger slice of the action.

More than 80 per cent of

respondents expected the per-

centage of revenue from down-

stream activities to increase

and just over half expect a

growth in the proportion of

service centres that are owned

by steel producers.

B ut on other issues there

are some big regional

variations of opinion.

The North Americans show a

strong expectation For the

industry to continue fragment-

ing, with more companies,

Greater profitability seen for producers using electric furnaces

Industry leaders select the profit-makers
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more locations and smaller

facilities.

In contrast west European
respondents generally expected

greater consolidation, with

fewer cnnipaT1ififi and locations

and larger facilities. This sug-

gests that some European exec-

utives are still in a "big com-

pany mindset”, a legacy of the

industry’s history of state own-
ership, says Mr Martin Doble
at Beddows.
One area where Beddows

believes chief executives may
be too optimistic in their

expectations is in the commer-
cialisation of new steelmaking
technologies. Half the respon-

dents expect some steel to be

made by direct steelmaking -

bypassing multiple stages -

and 80 per cent believe some
steel will be made using thin

strip casting by 2005. Yet these

technologies are still in their

infancy, and some are not yet

even in commercial use.

O n the other hand, it

looks as if the industry
leaders are too conser-

vative in their forecasts for

growth of crude steel produc-

tion. Only 14 per cent of
respondents expect crude pro-

duction to increase by more
than 10 per cent over the next

10 years - a growth rate of less

than l per cent a year.

This seems extremely pessi-

mistic, says Beddows, given
the liberalisation of economies
in many parts of the world,

particularly Asia and eastern

Europe, and the relatively

strong economic growth pros-

pects world-wide over the next
decade.

intrigningiy, a small number
of respondents expect produc-

tion to decrease in markets
such as Latin America, China
and the rest of Asia. It is a
view hard to reconcile with
underlying expectations of
growth in these regions, says

the report.

North American and west
European executives also

expect “other markets" to grow
fester than do the respondents

from those markets - a sign,

suggests Mr Doble, of the old

adage that the grass appears

greener on the other side.

The survey covers the views of
56 chief executives, accounting

far 200m tonnes of capacity or
about a quarter of the world
steel industry. They were split

roughly equally between North
America. Europe and the rest qf
the world, although there were
no responses from Japan.
The reports are not for safe

but Beddows can be reached on
(44) 171 233 1777.

We arepleased to announce that

Erst Union Corporation

has completed its acquisition of

Erst fidelity Bancorporation

Bra; Union Corporation is die sixth largest bonk holding company
in die United Stans with approximately SL26 billion in assets.

We arepleased to announce that

Erst fidelity Bank, N.A.
London Branch

fjas chatted its name to:

First Union National Bank
London Branch

Effective as qfJanuary 1, 1996

Krst Union's London Branch specializes in servicing U.S. corporate

entities with UJC operations andUX and Continental European
companies with US. subsidiaries.

First Union’s global expertise; superior technology and fer-readiing

correspondent network allows us to offeran array of
international bonking ser^ces including:

• International corporate banking • Structured trade finance

• Trade services • EX/treasury • Correspondent banking

first Union National Bank
1 Bishopsgare, London EC2N 3AB, England

Telephone: 0171-621-1477 • Telex: 883432
Facsimile: 0171-929-4644

_ * ! ^^7

Reports of the undermentioned companies for the quarter ended 31 December 1995

were released to the relevant Stock Exchanges yesterday and have been published in

che press in South Africa today:

Deelkraal Gold Mining Company Limited

Driefontein Consolidated Limited

Kloof Gold Mining Company Limited

Gold Helds Coal Limited

Northam Platinum Limited

Copies of the reports will be posted to all shareholders of the companies, but are also

available to che public from the London Secretaries, Gold Fields Corporate Services

Limited, Greencoat House, Francis Street, London SW1P 1DH.

10 January 1996

U.S. $60,000,000

Banco de Boston SA
OncorporswdlnBrazBwHh

amtoxjgabitty)

RootingRateNotes
GuaranteedastoCommercial

Riskdue2002
Guaranteed by

TheRrstNationalBankofBoston

Notice lo hereby given that tor tits six

months Interest periodtem January
10, 199B to JHy 10. 1996 tie Notes
wfl cany an imereti rata at 9.13%
per annum. The Interest payable an
the rtirant Merest payment data
Jti* 10. 1996 wfibeUS. $46157
and U.S. $4,615.72 respectively
tor Notes in danomtoaflona at

US. $10,000 and US. $100,000.

ByTtoCtaHltetettaMUIJL

Ls*a,ApiiBa* 0
January 10, 1996 chase

ft IRISH

PERMANENT
RFTLDINC SuOETV

5100,000,000

Floating ratenotes 1998

Noticeisherebygioenthatfor

the interns!periodfrom

8JanuaryISS6to9April1996
thenotes willcanyon interest

rate of6.8625% perannum.
Interestpayableon9Aprill996
winamount toS172JjQper

Sia.000noteandSl.72S.Wper

3100,000note.

Agent Morgan Guaranty
Trust Company

JPMorgan

l

I

New Zealand

US$ 1,000,000,000 Floating Rate Notes due 1999

In accordance with tte Terms and Conditions of the Notes, notice

is hereby given that for the Interest Period from January 08. 1996
!OApriIC8, '996 the Notes wfi carry an Interest Rate of 5 48047%
per annum.

The Coupon Amount payable on the relevant Interest Payment
Date. Apr* 06. 1906 wi be USS 138 53 per

USS 1 0.000 prinepa! amount Of The Reference
Note and USS 1.385.34 per iCK Agent

amount of Note. HA v 3 Luxembourg

INTERNATIONAL DEPOSITARY RECEIPTS
REPRESENTING SHARES PAR VALUE S 2J0

COMMON STOCK

IF. MORGANAND CO INCORPORATED
A cash lEssributinn oT S 0.8

1
per depositary share win be payable on or after the

19 January 1996 upon presentation of coupon No. 103 ac

Morgan Guaranty Trust Company

of New York

35 Avenue Det Arts

1040 Brussels

Banquc Internationale Luxembourg
2 Boulevard Royal

L-2933, Luxembourg

At the designated rale less applicable taxes.

This dfcnributiM) is in respect of the regular quarterly dividend payable on the
common shores P.V. S2.S0 JJ*. Morgan & Co. Incorporated re 12 January 1996,
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Sun Hung Kai in

HK$4.04bn placing
Sun Hung Kai Properties, one of Hong Kong’s biggest property

development companies, yesterday raised HK$4.04bn
flJSS522-4m) through a share placement. The money will be
used for property anH infrastructure investments.

The company's chairman
,
Mr Robert Kwok, and

vice-chairmen Thomas and Raymond Kwok, sold an aggregate

65m shares in the company, at the same time subscribing for

the same number of new shares at the same price. The shares

were sold at HES62.125 each, representing a discount of 4.05

per cent to yesterday's closing price of HKS64.75.

Sun Hung Kai Properties is the third big company to tap the

colony’s market for cash since stock prices began to rally last

month. The others were Henderson Land Development and
Citic Pacific. Louise Lucas, Hong Kang

Seiko sees heavier losses
Seiko, a leading Japanese watch manufacturing and
wholesaling group, yesterday said its losses for the current

fiscal year would be larger than expected due to losses

stemming from its overseas operations and the reorganisation

of its domestic group structure. It revised its earlier forecast of

a recurring loss - before extraordinary items and tax - of

Y3bn (528.5m) to Y8bn, and net losses from Y3bn to YlObn. On
an unconsolidated level, the company now expects to past a

net loss of Y20.1bn although recurring profits are still forecast

to be Ylbn.

The company will write off losses of Y7.5bn stemming from
the liquidation of its French sales subsidiary, and losses of

Y13.6bn at its US sales subsidiary caused by the appreciation

of the yen. Seiko said Compagnie Generate Horlogere. its

French sales arm, will be dismantled and a new company.

Seiko France, will be set up next month. The company will

also write off Y25bn stemming from the realignment of its

domestic natch and clock manufacturing arm. Seikosha.

The losses will be covered by the sales of Seicosha's assets.

Seikosha. which has been bit by weak demand and intense

price cutting with competitors, will be divided into two
companies. One company will overlook the production and
marketing of clocks and watches, while the other will produce

and market camera shutters, printing machines and other

precision instruments. Emiko Terazono, Tokyo

Australian Alcoa 17% ahead
Alcoa of Australia, the aluminium and gold group, lifted net

earnings by 17 per cent in 1995, reflecting price rises for

aluminium group products.

Gamings rose from AS261.6m to A$312.?m (US$23&5m) on a

15 per cent rise in revenue from AJ2.08bn to AJ2.39bn. The
company has previously declared dividends totalling A$340m
from 1995 profits, up from A$240m in 1994. Directors said the

result lifted return an shareholders' funds from 13.2 to 17.4 per

cent Bruce Jacques. Sydney

China Steel registers growth
Buoyant prices in the first half are expected to result in

betier-than -expected profits at China Steel, Taiwan’s biggest

steelmaker. Although official results have yet to be released, a

company spokesman said that pre-tax profits were likely to

have advanced from T*7bn a year ago to T$10.3bn (US$376m)
on turnover up from T$363bn to TS43.4bn.

Prices have weakened recently, however, and analysts warn
that China Steel's first-half performance is unlikely to be
matched in the second six months. Laura Tyson. Taipei

Tax offsets

pre-tax gain

at Gold
Fields SA
By Mark Ashuret
in Johannesburg

Gold Fields of South Africa,

the most troubled of tbe coun-

try's ailing gold mines, yester-

day reported a slight quarter-

on-quarter improvement in

pre-tax profits from R299m to

R304m (S83.7m), but this was
offset by an increased tax con-

tribution.

After-tax profits for the
three months to December 31

were almost unchanged at

R26S.lm, against R268.5m for

the previous quarter.

Mr Alun Monro, executive

director, said the results

reflected “consolidation at

lower level" and claimed the

foundations had been laid for

recovery.

The accounting period did

not include the effects of an
unlawful strike at the group's

Kloof mine between Christmas

and the new year, nor seasonal

holidays, which would
adversely affect results for the

first quarter of 1996.

Improved yields at Kloof and
East Dreifontein mines lifted

average yields to 8.7 per cent
compared with 8.3 per cent in

the previous quarter. Total

gold production rose 1 per cent

to 24,524kg and combined with

a 4 per cent increase in work-
ing profit to R272.8m from
R262.6m to offset a 4 per cent

fall in tonnage milled to 2JJm
from 2.9m.

The strongest performance
came from Kloof mine where
working profit increased by 20

per cent from RlOlm to

R12l.3m.
Overall, capital expenditure

rose from R209m to R218m but
failed to bolster performance
at the Kloof Mining Compa-
ny's other mines, Leeudoorn
and Libanon.

Mr Munro said closing Liba-

non mine would increase the

risk of flooding at Kloof mine
and add substantially to tbe

profitable mine's production
costs.

Analysts said the group had
“borne the brunt of problems”
in an industry suffering tbe

combined effects of poor pro-

ductivity, rising costs at
maturing mines, a flat gold

price and a relatively strong
Rand-dollar exchange rate.

The switch to digital lifts Japanese groups
Michiyo Nakamoto reports on
some far-reachine changes in the

consumer electronics market

J
apan's integrated electron-

ics makers are poised to

play a more active role in

the consumer electronics mar-
ket after languishing for years

in the shadow of more glam-
ourous brands such as Sony
and Panasonic.

Toshiba, one of Japan's lead-

ing integrated electronics man-
ufacturers - it makes every-

thing from semiconductors to

toasters - pulled off a coup last

month when it won backing
for its format as the industry

standard for the next genera-

tion of recording discs.

Nine companies agreed spe-

cific details of the standard,

known as DVD. Toshiba had.

therefore, taken the lead in one

of the most significant develop-

ments in the consumer elec-

tronics industry in recent

years.

Given the uninspiring perfor-

mance of its consumer elec-

tronics division in recent

years, Toshiba's rapid rise to

prominence in the consumer
side of the electronics industry

"is epoch-making”, says one

Industry analyst
The melding of computing,

telecommunications and con-

sumer electronics in multi-

media and increasing use of
digital technology is giving
integrated companies, such as

Toshiba, an opportunity to

become leading players in the

consumer electronics industry.

The key lies in the switch

from analogue to digital tech-

nology. Digital technology is

being used in consumer elec-

tronics products, from audio
players to video cameras, so

those companies which have
semiconductor technology -

the key to digitalisation - and
also make consumer products,

are reaping the benefits.

When consumer products
were analogue, manufacturers
could differentiate their prod-

ucts through slight improve-

ments and clever ideas, says

Mr Makio Inui, industry ana-

lyst at KJeinwort Benson in

Tokyo. But he points out that

as TVs and videos rely increas-

ingly on digital technology,

"the
-

value-added of consumer
products lies increasingly in

the chips".

The change is providing

Japan's integrated electronics

makers, such as Toshiba.
Hitachi and Mitsubishi Elec-

tric. with the opportunity to

benefit from the combination

of their component businesses,

particularly semiconductor
manufacturing, and their con-

sumer electronics operations.

Toshiba's success in estab-

lishing its format as the indus-

try standard owes much to tbe

wide range of its key technolo-

gies . This enabled it to

develop large capacity digital

video recording discs in tbe

first place, notes Mr Taizo
Xishimuro. the company's
executive rice-president

“We were able to develop the

DVD because we were an
integrated electronics maker,"
Mr X ishimuro says.

One of the LCD products which have taken Toshiba to the fare

The integrated electronics

makers are also well placed to

develop multimedia products
which will combine computer

and telecommunications tech-

nologies. Interactive TV, which
will offer services such as

home shopping, requires both

semiconductor and telecommu-
nications technologies.

T oshiba is combining its

expertise in its com-
puter. telecommunica-

tions and consumer electronics

divisions to develop interactive

TV which it hopes to launch

next summer.
In contrast more specialised

consumer electronics compa-
nies rely on outside sources for

the main “value-added" parts

that go into their products.

For example, consumer elec-

tronics makers have to shop

around for the large number or

chips that go into their car

navigation systems and “end
up being merely assemblers",

says Mr Inui. For example.
Fujitsu and NEC. which have

in-house expertise, plan to

commercialise plasma display

panels for flat panel TVs anti

multimedia monitors. Matsush-
ita and Sony however, have
had to rely on US companies
for key technologies.

Digitalisation of consumer
products also benefits inte-

grated electronics makers by
increasing demand for their

chips both in-house and from
other companies.

The benefits of making both

components and consumer
hardware have spurred con-

sumer electronics companies to

focus increasingly on the non-

consumer businesses.

Sony, for example, has
linked with Oki Electric to

develop advanced semiconduc-

tors while Matsushita is

increasing its capital spending
on semiconductor production
over the next few years. Sony
is also developing a PC in an
alliance with Intel, tbe US
semiconductor company.
Meanwhile, the Integrated

manufacturers are refocusing

by moving away from lower-

end consumer products to

area$ where they can better
use expertise accumulated in

their industrial businesses.

This month Hitachi merged
its audio-visual products divi-

sion with its multimedia divi-

sion. bringing conventional AV
and information and communi-
cations technologies, such as

optical data storage and cellu-

lar technology, under one roof.

Integrated electronics mak-
ers. however, still face signifi-

cant problems in the consumer
electronics market: the prices

of conventional products ore

falling and the need to main-

tain a large network of affili-

ated retailers.

Nevertheless, the emergence
of multimedia is providing

them with unprecedented
opportunities.

"The video recorder is the

last star core consumer prod-

uct that benefited mainly the

consumer electronics compa-
nies." says Mr David Benda,

industry analyst at BZVV Secu-

rities in Tokyo. But he believes

the uext product “with suffi-

cient mass appeal to be
embraced by consumers in

numbers similar to those
achieved by the VCR, looks

like coming from a different

part of the technology sector -

the industrial electronic com-

panies".

Toshiba's triumph with DVD
marks a significant step in that

direction.

Matsushita acquires US flat screen specialist
By Michiyo Nakamoto in Tokyo

Matsushita, the Japanese consumer
electronics giant, is to acquire Plas-

znaco, a US venture capital company
which has advanced flat panel technol-

ogy. Matsushita did not disclose how-

much it was paying for the company,
although Japanese press reports have
indicated a figure of Y3bn ($28.5m>.

The deal, which will provide Matsush-

ita with Plasmaco's technology in

plasma display panels, underlines the

growing importance for consumer elec-

tronics companies of developing
advanced component technologies with

the advent of multimedia.

It also highlights their reliance on
outside technology in a promising area

where Japanese computer companies,

such as Fujitsu and NEC. are further

ahead in development plans.

PDP panels, which rely on a gas dis-

charge and ultraviolet light to display

video images, are flat screens which are

expected to come into greater use as

wall-hanging televisions, video moni-
tors and computer displays.

Because they are flat, PDPs offer

large, light-weight screens that take up
less space than conventional screens.

As the video monitor comes to play a

greater role in the home with the

spread of multimedia services, the elec-

tronics industry expects PDPs to

replace a significant number of large,

bulky TVs. Fujitsu believes one in 10

wide-screen TVs will use plasma dis-

play panels by the year 2)00 while NEC
forecasts the market to be worth
Y260bn a year by then.

Integrated electronics companies
such as Fujitsu, Japan's largest com-
puter maker, and NEC have moved
swiftly to develop PDP products.

Fujitsu, which has a wide range of key
multimedia technologies, said commer-
cialisation of its PDP expertise, “will

allow us to use our technology to move
into the home".

Fujitsu, which is investing Y60bn in

PDP production facilities, unveiled a 42-

inch colour PDP last year and plans to

start volume production in October

with an initial target of 10.000 units a

month going up to 100.000 units by the

year 2000. NEC is investing Y85bn in

PDP production.

Some electronics groups have linked

with outside companies in developing

PDP technology. Sony has developed a

flat panel with a US company and is to

introduce a 22-inch screen wall-hanging

TV this year. Matsushita, apart from its

latest deal, has been developing PDP
technology with Texas Instruments and
Du Pont of the US and NHK. the Japa-

nese public broadcaster.

This announcement appears as amatterofrecordonly-

New Issue/November 1995

CHF 634,600,000

Swiss Life

2% Convertible Bonds Due 1998

Issue Price: 100%

These convertible bonds were offered for subscription to members and

holders ofparticipation certificates ofRentenanstalt/Swiss Life.

Financial Advisor and sole Underwriter

m Union Bank ofSwitzerland

Notice ofEarly Redemption to Holder* of

Series A
of

RSVP City Limited
I fno ajwaud i«Ji krnu.il fafaihn m dlrCirmun IdarebJ

U.S. $271,000,000

Guaranteed Extendible Variable Rate Notes due 2006/2007

NOTICE 15 HEREBY GIVEN chat tn accordance with Section 5.031 n) of the

Indenture. datt\l 26th September. 1990. Series A of the US. SITLOCXJroO

Guaranteed Extendible Variable Rate Notes due 2006/21X37 of RSVF City

Limned Idle ‘Bomb") will be redeemed m full bv RSVP City Limited on
the Interest Payment Date falling on 3 1st January N96 at dieir Principal

Amount outstanding on that dace together with interest accrued to the

Date ut Redemption.

Paying Agents

Banker* Tntt Company Bankers Trust Luxembourg S.A.

1 Appold Street P.O. Bo* 807
BruaJgare 14 Baulevanl F.D. Roosevelt

Lorxkin EC2A 2HE L-2450 Luxembourg

Interest 5 hail cease to accrue on the Bonds from 31m January, 1996.

Bunkers Trust
Company, London
IDrh January, 1996

Principal Paying Agent

Notice of Adjustment to Conversion Price

Kum Kang Trading Co., Ltd.
(the -taauen

U.S. $15,000,000

0.5% Convertible Bonds 2004
(the*Bonda"l

Convertible Into Shares of Common Stock of the Issuer
(“Common Shares']

Notice is hereby given to holders of the Bonds, following the issue of
newCommon Shares of the Issuerbyway of lights on December 9,

1995. The Conversion price of Wan 21.497 per Common Share
have, in accordance with the Trust Deed dated March B. 1995 and
constituting the Bonds, been adjusted to Won 21.225 per Share, with
effect from December 10, 1995.

The Chase Manhattan Bank, NA.
for and on behaft of

Kum Kang Trading Ca, Ltd.

January 10. 1996
c CHASE

MITSUI & CO., LTD.
IIncorporated with limited

liability in JapanI

V30JNNMM0JNM
Fixed and

Floating Rale Notes 1996

In accordance with [he provisions

of the Notes, notice is hereby

given that [he rate of interest for

the three mooihs period 10th

January. 1996 10 10th ApriL 1996

has been fixed at 0-42(88 per

cent per annum. Coupon No. 7

will therefore be payable on

iOtb April. 1996 ar ¥ 10.664

per coupon from Notes of
VlO.OQO.WlO nominal.

The Bank of Ibkyo, Ltd.
London

Agtnt Bank

IQtfa Jammy, 1996

SGA SOCIETE GENERA LIE ACCEPTANCE N.V.

FRF 300,000,000 REVERSE FUMTO6 RATE NOTES DUE
APRIL 2003

1SIN CODE : XS0041992784
For (he period January 08, 1996 to April 09, 1996 the new rate has
been fixed at 9.625 4 PA
Next payment date : April 09, 1996

| Coupon nr :9
Amount : FRF 245.97 for the denomination of FRF 10 000

FRF 2459,72 for the denomination of FRF 100 000
FRF 24597.22 for the denomination of FRF 1000 000

The Principal Paying Agent
SOCIETE GENERALE BANK 6 TRUST - LUXEMBOURG

DEPARTEMENT DE LA GUADELOUPE
EMPRUNT OBUGATAIRE FRF 50.000,000 -

TRANCHE A TAUX VARIABLE ECHEANCE 1999
EMPRUNT OBUGATAIRE FRF 50,000,000 -

TRANCHE B TAUX VARIABLE ECHEANCE 2000
For the period January 08. 1996 to July 08. 1996
the new rate has been fixed at 5,90625 % PA.

Next payment date : July 08, 1990
Coupon nr :

4

Amount

:

FRF 29859,38 for the denomination of FRF 1 000 000
THE PRINCIPAL PAYING AGENT

SOCIETE GENERALE BANK & TRUST
LUXEMBOURG

Ville de Montreal

Can$200,000,000
Floating Rate Notes,
Due January 10. 200b

NOTICE IS HEREBY GIVEN dul for

the Interest Period lOih January,
194b to 10th April. 199b. the
interest rate will be l.’OW per
annum.
The Interest payable on 10th

April. 1996 against Coupon No A
will be Caul |-M2 per CanSI HOO
Note. Cans 144. 2 i per CanS 10,000
Note, and Cans 14^2 to per
Cans JUO,000 Note.

CO Bank of Montreal London
a CJlnbtun A#ml inhtowv- 1996

NIPPON
KEMZOKU CO., LTD

usd loo.ouoxrm -

Guoramecd FRN DUE I90S

INTEREST RATE : S.88U47'*

INTEREST PERIOD : FROM
0WX/I096 TO 08/04/1**

INTEREST PAYABLE
PER USD I00JU0U.-

NOTE; USD 1.486.45

BY FUJI BANK
(LUXEMBOURG) S.A.

TO HEAR LEADING SPOT RATES
INDICES AND INTEREST RATES
Call 0339 35 35 15

Fwa free Dealing Pad which
indudes the fun range of

17 Futures Call sennas phone
(OWtJ

FuturesfjULl
An MX IMKl ClMpBiy

c*TO Gal fewSM IntoatM
*8p*l4

Pnan to jrtouail to <MMU* <*+• toewev KMtoi m

ie«w DurtltoM plKflM
Mrtod *>ncn pta

(AMU t'WWt cimuh

0030 865 34 08 37.38

0100 12-73 37 73 41.09

0130 2100 5000 53JO
ran 2100 5000 S3J0
0230 19.72 3811 39.41

0300 15.19 4191 47.20

raw 15.19 43in 47.20

1*00 12.60 3811 39.4

1

0430 aw 3130 3819
0500 8.96 31.89 35.19

0630 8.95 31.37 34 67
600 86S 31.37 34(37

0830 8.95 31J7 3Afi7

0700 2141 31-54 3461
0730 24.83 33iW 37,47

osoo 28.04 4124 4807
orao 26.75 <L05 48 BO
3000 26.BO 5186 5861
0B3O •36-lfc 83.60 7046
two 2822 6417 71.10
1030 2823 6262 6961
1100 2800 5140 57 86
1130 2890 50.81 57.19
1200 2895 51.39 5760
1230 39.79 90.03 58.19
1300 39.78 47 77 53.48
1300 2884 42X0 4855
1400 26JB1 3879 4055
1-130 2854 38.70
1500 2851 00 67
1530 2851 8801 i*56
1000 2831 209.72 2*967
1630 4737 517 00 50852
1700 84 03 88050 90263
1730 12260 90041 9B768
1000 11282 061.39 73469
1830 6383 307.59 35871
1900 3632 180.7B 18500
1330 3200 9840 112. 7B
2000 24.78 8819 73.70
2030 29.49 47.52 5168
2100 24.75 35.85 3399
2130 2461 3855 98»
2200 2356 33.00 30JO
2230 22.52 324W 3824
2300 9.00 3£B4 jar*
2330 838 32.94 366*
2400 895 2863 31.83

PrQti an iid»iii»| lor mv MIW k> «xb

WOW

taaj'iflto at

UMItl’l'mvmn and

SJSP", Moo, » Itotor

A Prime Site

for your

COMMERCIAL
PROPERTY

ADVERTISING
Advertise yottrproperty to

approximately I nullum

FT readers in fftf countries.

For details:

Courtney Anderson
on +44 10)171 873 3252

or

Nadine Howarth

on +44 (0)171 873 3211

or

Fax: +44 (0)171 873 3098
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Result
David Blackwell

M r Gerry Robinson,
Granada Group's
chief executive, was

in sparkling form as he lashed
into bid target Forte with
gusto, refreshed from his
Christmas holiday in Donegal.
It was time to disentangle

fact from fiction, he said yes-
terday, attacking the activities
of the “undoubtedly talented,
highly expensive team" con-
ducting Forte's defence. A
great deal of nonsense was
talked about hotel manage-
ment, but he had one word for
how Forte was run - poorly.
Analysts praised the struc-

ture of Granada's final offer,
which involves the same
and shares mixture as when
the bid was launched on
November 22, sweetened by a
47p a share special dividend, to
be paid from Forte's reserves.
The new offer valued Forte at
£3.74bn last night, or 37L86p a
share, up from £L27bn.
However, the offer would be

worth nearly I2p a share extra
to those shareholders, such as
pension funds, able to claim
repayment of the dividend’s
tax credit

Many analysts and some
institutional investors said
they thought Granada had
done enough to swing the tide
back in its favour following an
unexpectedly strong defence
from Forte.

COMPANY MEWS; UK

still in balance despite welcome for final offer
and Martin Dickson consider Granada’s increased offer for Forte which still has two weeks to run

However, the final outcome
stm hangs in the haTanrp “If J
were a betting man I would put
the odds in Granada’s flavour
at no better than 60:40,” said
one institutional investor.

As investors weigh their
decision over the two weeks to
the bid's final dosing date on
January 28, they have three
central issues to consider:
• Has Granada offered
enough? The offer is 35 per
cent higher than Forte's
share price immediately before
the bid was launched and
represents a multiple of nearly
26 times Forte's forecast earn-
ings.

Forte's share price closed
last night at 851p, up 7p, but
below the Granada rash alter-

native of 362p,

The question for investors is

how would Forte shares per-
form if it remained indepen-
dent? A key element in its

defence is a plan to buy back
20 per cent of its shares at
between 330p and 40Qp. While
this appears to underpin the
price at S30p, Granada yester-

day questioned Forte's ability

to proceed with the buy-back.
It described the plan as a

“dream" predicated on the
assumption that the buy-back
would enhance earnings. But
Granada said its calculations

suggested the buy-back would
actually be dilutive to earn-

ings. It also questioned
whether Forte's promise of

strong dividend growth was
achievable.

• What type of business do
shareholders want to invest in?
As part of its defence, Forte
has promised to sell off assets

representing almost so per cent

of turnover, giving investors a

stark choice between the two
companies.

Forte now plans to be a pure
hotels business, with interests

ranging from luxury interna-

tional hostelries to the mid-
market UK Posthouse p.hqm It

will sell off its roadside budget
hotels and restaurant business
to Whitbread for ELOSbn.

Granada, in contrast, would
retain the roadside business,
which it argues offers a good
fit with its own small budget
hotels and catering expertise.
Mr Robinson - who

described the sale to Whit-
bread as “a giveaway of share-
holders' money and in our
view a disgrace” - claimed
that Granada was making
£L0m a year freon 32 budget
hotels, compared with Forte's
£28m from 122 outlets.

However, Mr Robinson back-
tracked from earlier sugges-
tions that he would build up
Forte's Meridiem chain as an
international brand.
Granada now says it plans to

dispose of Meridien and Forte's

exclusive hotels, sooner rather

than later. Mr Robinson says it

has had such interest from
potential purchasers that sell-

ing is by liar the best option.

Analysts generally welcomed
the move. “That removes from
the equation the bit of the
group that we felt they could
not comfortably manage," said

one.

In contrast to the “pure”
hotels investment that Forte
would represent, the enlarged
Granada would have only 24

per cent of its business in
hotels - and it has chosen
those it believes are at the
most profitable and predictable

end of the market Some 29 per
cent would be in leisure and
services, 25 per cent in televi-

sion and 22 per cent in rental.

• Which company will better

manage Forte's assets?

Granada is relying heavily
on its good track record since
Mr Robinson joined the com-
pany in 199L Since then, its

operating profits have almost
quadrupled.

While insisting it could
deliver £100m a year in extra
profits from Forte. Granada
gave no details until yesterday
- when it devoted six pages of

its document to the subject.
Plans include the sale of the
corporate jet and closure of
Forte's London headquarters.
Forte has consistently

r
FORTE
Has sold;

Gnereons C23m

US Travelodge El 14m
UHywtides 228.5m

Trying to soft

White Hart 2100m

IT trie! lapses would
soS to Whitbread: Cl.OSbn

Little Chef/Happy Eater

Welcome Break

C6t6 France

FbrteTravetodge

—would also sell:

Savoy Hotel stake El9fim'

Alpha Airports stake £49.8m'

Leaving group
consisting of:

Exclusive Hotels

Forte Meridien

Forte Heritage

Fane Posthouse

Separate
menus
for

Forte

GRANADA
Would sdh

Exclusive Hotels

Forte Meridien

Welcome Break

Savoy Hotel stake

Alpha Airports stake

Leaving group
consisting of:

Forte Posthouse

Forte Travetodge

Utile Chef/

Happy Ealer

Core France

—and probably:

White Hart

Forte Heritage

* Value o< stake Jan 9 1906 flaMrrfr fbchanl flimnj
poured cold water on its

claims, prompting Mr Robin-
son to say yesterday that Gran-
ada's belief, and Forte’s disbe-

lief, “was the most telling

contrast between the two
teams.”

Forte, for its part, argues
that it is poised to reap the

benefits of its own restructur-

ing and an upturn in the botels

cycle.

The battle could go either
way. One analyst said: “It is

well worth both sides running

about the City for the next two
weeks.” But he thought Gran-
ada could clinch victory by
finding a firm buyer for the

Meridien and Exclusive chains.

Kleinwort acquires leasing

side of SBC Warburg
rihwirifching' It again beenBy John Gapper,

Banking Editor

Kleinwort Benson, the invest-

ment bank owned by Dresdner
Bank, has acquired most of the
leasing finance and advisory
arm of SBC Warburg, includ-

ing 10 executives, after the
business was put up for sale.

Separately. Deutsche Morgan
Grenfell has hired a three-man
team of analysts from Klein-

wort The utilities analysts, led

by Mr Simon Williams, are
among the top-rated in the sec-

tor, and will provide pan-Euro-
pean research for DMG.

After a troubled period in the

early 1990s Kleinwort's earn-

ings have recovered and the

tax allowances far lessors of

plant and equipment make it a
more attractive business for

profitable banks.

SG Warburg & Co (Leasing)
,

has about £50Qm ($770m) in

leasing assets. It gives advice,

and provides leasing finance

for UK companies and for over-

seas companies setting up
facilities in the UK.
Kleinwort has £45Qm of leas-

ing assets, but reined back the

activity in the early 1990s

because the tax benefit was

seeking to expand for the past
two years.

The Deutsche move is a fur-

ther bolstering of equity
research. It has been trying to
build a broking arm largely by
hiring staff from other banks
rather than acquisition. It now
has about 60 analysts covering

a spread of industries.

DMG also announced the
purchase of DFI Securities, a
Taranto securities firm, which
carries out equity research,
trading and sales in Canada,
and employs about 16 execu-
tives.

NatPower
to shed

400 jobs
National Power, the electricity

generator, is to cut 400 jobs as
part of a cost reduction pro-

gramme at its Swindon head
office, writes David Wigbton.
The actions will cut costs by

£40m ($62m) in 1996-97, rising

to £60m in the following year.

The company said the losses

were necessary because of
increasing competition.

The job cats account for
about 30 per cent of the work-
force at National Power's
headquarters in Swindon. But
the bulk of the savings will

come from a review of other
costs TRP-hiritng reduced spend-
ing on a range of external sup-,

port services.

The eventual annual savings

equate to almost 10 per cent of
National Power’s profits of
£705m last year, but most City
analysts left their forecasts

unchanged. One sald:“We had
always assumed that there
was a significant amount of
costs still to come out”

LVMH rules out Allders bid
LVMH, the champagne and luxury goods group,
said yesterday it had no plans to launch a bid
for Allders after buying a small stake in the
department store and duty-free retailer.

Denying reports that it had acquired a 2 per

cent stake on Monday. LVMH raid it bought

only 1m shares, 0.92 per cent of the issued

capital, several weeks ago. It said the shares
were acquired far investment purposes only.

Despite the statement, Allders’ shares yester-

day held on to Monday's 14p gain ending
unchanged at I84p.

LEX COMMENTS

Special dividend
Granada’s increased bid for

Forte includes a helping

hand from the Inland Reve-

nue. The 47p special divi-

dend Granada is proposing

to pay from Forte’s balance

sheet comes with an 11.75p

tax credit for tax-exempt
institutions such as pension

funds. These shareholders -

which will determine the

bid’s outcome since they

account for perhaps 50 per

cent of Forte's shares - will

receive an extra £50m or so

from the Revenue if the bid

succeeds. Granada would, of

course, pay the Revenue
Advance Corporation Tax to

Houme of Fraiwer
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match the tax credits: but it could offset that against Forte

profits and capital gains, so cutting future mainstream corpo-

ration tax bills, ..

This special dividend wheeze - and its close coosln, the

share buv-back - was first used in the electricity sector. Forte

ttself has employed a variation in its defence by promising to

funnel cash from selling its restaurants to shareholders. But

Granada has added a further twist: shareholders can choose

between the special dividend or straight cash, thereby decid-

ing whether to take the 47p as income or as a capital gam.

While tax-exempt investors will undoubtedly take the divi-

dend. most of the rest will minimise them_tax burden by

accepting the cash. This would have the further benefit of

Snc down Granada's initial ACT pay-out No PhbUc inter-

JfftSrSd bv a loophole that involves taxpayers subsidising

iSiwrate raiders. But until the government the roles,

bidders would be mad not to exploit them to the full

House of Fraser

Time is running out for House of Fraser's management. Yes-

terday's profits warning prompted a sharp adjustment to

expectations” Analysts scaled back forecasts for toJHR*
tncJanuary 1996 by more 1112111 30 cent to aboatafim. TWs

Sdfurtbe one disappointment too many for investors, who

ESStated tilesK underperform the sector by20 per

£nt rince the Soup's 1994 notation. The inventory problems

wSstently undermined House of Frasert perfor-
which ha ^ fajim-e to stock the right goods.

dated tad, several
block CSUT,eu

to have the pain and 9011 be
manngoment no clatos

Jfi leve] inventory at the

S^iSSoSSTconwmd with more than £20m

fi

nd SW toisS. the improvement is

K5 St nSrtonn this year. The appointment of a new
fpo“£!S£iff director gives some further grounds for qph-

mfcm
h

But her taut wm not be feU until tte autumn/wtoer

SSom Mo^Tsharoholders have heard such promises

relatively minor hit taken by the share price

positive rating relative to

yesterda> andHouse o
viewed as either a recovery

r tee ^ few potential

stock or a takeover wb
explanation. But many inves-

lore^il^oK'Whether the current management is capable

of generating the required recovery.

BTR considers bid

for GenCorp arm
By Tim Burt

BTR, the UK industrial
conglomerate, is in talks with
GenCorp, the US manufactur-

ing group, about a bid for one
of its automotive subsidiaries.

The British company has
confirmed it is considering a
takeover of GenCorp’s vibra-

tion control division, although
talks are only at a preliminary
stage.

If a deal is agreed, the Indi-

ana-based subsidiary will be
integrated into BTR’s automo-
tive division, which already
manufactures anti-vibration

systems in Britain, Germany
and Spain.

The vibration control divi-

sion contributed $6m to Gen-
Coip's $97m operating profit in

1994 - the latest full year for

which figures are available -

from sales of $140m.

Some US analysts expect its

1995 operating profits to

increase sharply to about
511m. on sales of 5160m.
However, GenCorp said it

was unable to develop the busi-

ness as an international com-
ponents supplier and suggested
it would be a better fit with
BTR. The company wants to

concentrate on fewer busi-

nesses where it has the ability

to add value.

Last autumn, GenCorp
blamed a decline in the auto-

motive sector for reduced third

quarter operating profits of

3m against $23-5*0-

The move follows BTR's deci-

sion earlier this week to

expand its presence in the
Latin American automotive
industry with the acquisition

of Metaluxgica Carto, the Bra-

zilian components manufac-
turer. for an undisclosed sum.

N Aj erican rise

helps Rolls-Royce
By John Griffiths rose 4 per cent to 121; continen-

tal Europe by 7 per cent to 230

A sharp upturn in North
America helped Rolls-Royce

Motor Cars raise total world

sales of its luxury Rolls-Royce

and Bentley cars by 10 par cent

last year to 1,556.

Although less than half the

record 3,338 sales achieved by
the Vickers subsidiary in 1990,

last year’s total was well above

break-even leveL Since 1991

break-even has been mere than

halved to 1,300 units a year,

according to company officials.

Vickers shares rose 15p to

272p yesterday.

The company expects further

modest sales growth this year,

although faltering new car

markets in parts of Europe and
elsewhere make it unlikely

that increases wiD match last

year’s levels.

Unit sales in North America,

Rolls' second-largest market
after the UK, jumped 25 per

cent, from 336 to 420. UK sales

were 7 per cent higher at 493,

against 460. Japanese sales

and other overseas markets,

except the Middle East, by 4
per cent to 221. The Middle
East was the sole region to

undergo a downturn, sales

dropping 5 per cent to 71.

TTie Crewe manufacturing
centre is undergoing an
upheaval, with a large site

being cleared for the construc-

tion of a new body assembly
facility due to become opera-

tional in about two years.

• Jaguar, Ford's luxury car

subsidiary, reported an
increase of more than 30 per

cent in its world sales. They
readied 39,725, compared with

30,020 in 1994-

Sales in the US, Jaguar's

largest market, rose by 19 per
cent to 18,1*5 units, while UK
sales were up SO per cent at

8,796- Sales throughout conti-

nental Europe mare than dou-

bled with record sales in Ger-

many, Spain and Italy.

Japanese sales rose by 60 per
cent to 2^11.

Warm weather hits House of Fraser
By Geoff Dyer

House of Fraser, the department store
operator, warned yesterday that profits for

the year to January 27 would be well
below expectations due to the warm
autumn weather and sale of surplus
stocks.

The lower than expected increase in

sales and drop in gross margins led ana-

lysts to cut pre-tax profits forecasts from
£25m to £15m ($23m). the fifth downgrade
in two years. Estimates for the following

year were down from £34m to about £29m.
The announcement provided further evi-

dence, analysts said, of the growing split

in the retail sector between stronger and
weaker groups.

The shares fell to below 150p, but rallied

to end the day down 3p at I63p. on hopes
that the group would begin to realise its

potential soon. "Some investors think it is

a “value-play”. It has good freehold proper-

ties and a lot of scope to improve its

return on sales," according to one analyst.

The full year dividend would be main-

tained at 5^p, although it would not be
fully covered.

Like for like Christmas sales were S.5

per cent up. however in the 22 weeks to

December 30 the rise was only Z3 per cent.

The City had been hoping that the £45m
store refurbishment over the last two
years would result in higher sales growth.
The gross margin in the second half was

expected to be 31.2 per cent against 32.8

per cent in the previous year, in part due
the 4 per cent decline in sales from higher
margin ladies wear department
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Cyanide spill

mine to reopen
By Canute James
in Kingston, Jamaica

A commission appointed by
the Guyana government has
recommended the reopening of
the controversial Omai gold
mine, but says that improved
environmental protection mea-
sures must be installed. The
Canadian-owned mine was
closed in August after 3m
cubic metres of cyanide-tainted

water spilled from a defective

dam into nearby rivers.

Government officials said

yesterday, however, that the
mine, the largest investment in

the English-speaking South
American republic, would be
reopened after the government
had examined the commis-
sion's report and was satisfied

that the mine would be oper-

ated “in as safe a manner as

humanly possible”.

The company could restart

milling at the end of this

month and would be able to

produce 250,000 ounces of gold
this year, slightly than in

1994, the last fill! year of opera-

tion, according to a company
official.

“The commission can see no
justification, having regard to

the contractual relationship

solemnly entered into between
the government of Guyana and
Omai Gold Mines, for not per-

mitting the resumption of pro-

duction, “ said Mr Kenneth
George, the chairman of the

commission, and a former
chancellor of Guyana's judi-

ciary.

The commission's report
said, however, that the struc-

tural integrity of a second tail-

ings pond being constructed at

the mine must be “ascertained

and confirmed by an indepen-

dent geo-technical source, the

cost of which must be borne by
Omai Gold Mines Limited”.

Cambior and Golden Star
Resources, both of Canada,
own 65 per cent and 30 per
cent, respectively, of Omai
Gold Mines, with the Guyana
government owning 5 per cent
A $240m venture, Omai is said

to be the largest open pit gold

mines in Smith America.

The government described
the cyanide leak as an "envi-

ronmental disaster", while the
company preferred to call it an
“industrial accident". The com-
pany said it would make repa-

rations for any damage caused
by the leak.

The leak and the closure of
the mine fueled debate about
the use of cyanide, but the
commission said the chemical
was the most economic and
environmentally acceptable
means of extracting gold, and
that the company would have
no alternative than to dis-

charge cyanide into the Esse-
quibo River, which is the larg-

est in Guyana.
The commission said that

Omai Gold Mines must inst^n

as early as possible facilities to

improve cyanide degradation
before it is released into the
Essequlbo. The government
must also improve its environ-

mental protection legislation,

the commission recommended.

The government was keen
for the mine to be reopened,
but that depended on “pro-

cesses that have to be gone
through first", said Mr Sam
Hinds, Guyana's prime minis-

ter, who has responsibility for
mining a senior government
official said yesterday that
despite the commission ’s

report, and the government's
desire to have the mine
reopened, the administration
faced opposition bom the lore!

and the international environ-

mental protection lobby, which
was still concerned about the
omall operations of the mfaa
Guyana’s earnings from gold
exports were US$27m short of

the S135m target last year
because of the closure of the

Omai mine, Mr Bharrat Jag-

deo, the finance minister, said

last weekend. The mine pro-

duced 197.000 troy ounces
between January and August
when it was closed, following

276.000 troy ounces in 1994, he
said.

If the mine was reopened at

the end of this month, produc-

tion this year could reach
250.000 ounces, according to

the company.

Blue roofs give away Filipinos’ golden secrets
Big miners are following the trail of independent panners in the search for gold, writes Kenneth Gooding

T he “blue roof anomaly"
is an absolutely certain

guide to locating rich

gold deposits in the Philip-

pines. It is being widely used

by those foreign companies
that have been rushing to

apply for exploration licences

since this south-east Asian
country changed its mining
laws last March.
The bine roof exploration

technique involves finding
where the small-scale miners -

most of them operating ille-

gally - have gathered In the
greatest numbers to dig for

gold. These miners in the gold
rich East Mindanao region
almost invariably use blue
plastic as roofing for the make-
shift huts they put up so they
can be easily identified bom
the air.

“These guys pan for gold in

the rivers and then follow the

trail upstream until they find

the main source. They won’t
stick around if its not worth
their While, SO finding thprn is

a sure fire way erf finding high
grade gold deposits.” says Mr
Martin Taylor, manager, corpo-

rate development for TVI Min-
eral Processing.

Near TVTs Canatuan project

on the East Mindanao gold belt

the company tested waste left

behind by the Illegal miners
and found it contained on aver-

age ten grammes of gold a
tonne - which does not sound
a great deal unless you know
that in the US companies are
mining many deposits contain-

ing lpy than nna gramme a
tonne and that the small-scale

miners In the Philippines have

usually already extracted 50
per cent of the gold from the
ore.

Mr Henry Agupitan, explora-

tion manager for CRA's subsid-

iary Tropical Exploration Phi-

lippines. says searching for

small-scale miners “is the most
useful exploration tool we
have".

CRA derided which licences

to apply for after first studying
geological maps and then
tracking down small-scale min-

ers in prospective areas. Mr
Agupitan says he recently
came upon a group of illegal

miners that had recovered
mare than two kilograms (64

troy ounces) of gold in a bole

in the hillside less than one
metre across and one and a
half metres deep. Like TVI.

CRA has tested the waste left

behind by the small miners
and in its case found an aver-

age of five grams a tonne.

TVTs Mr Taylor says he has
seen a tunnel 100m long dug
with hand tools by .small-scale

miners In their search for gold.

But many are now using much
more modern equipment, for

example using small, mobile

ball mills to crush the ore.

These are manufactured in

Tagum, known locally a “Gold

City" because of the number of

small-scale miners to be found
there, along with the middle

men who finance their activi-

ties. But the small miners still

mainly use mercury to release

the gold.

Use of this harmful metal is

the government's main cause
for concern where the small

miners are concerned. Mr Vic-

tor Ramos, secretary of state

for the environment and natu-

ral resources, says the govern-

ment hopes to persuade them
to form co-operatives and to

sell their ore for processing to

big mining companies. “We are

telling them that we value

their experience but they could

be assured of more income and
more security by working in

an orderly manner," he says.

However, it will also be neces-

sary to win the co-operation of

the big mining companies for

this scheme to work.
Nobody expects the small

miners to change their

approach quickly. Mr Salvador

Martin, assistant director at

the Bureau of Mines, points

out that they prefer mining
methods they are used to and
would not relish the thought of

paying taxes or the form filling

that would be involved in

applying for licences.

The government would not

want to stop the small miners,

even if that were possible,

because of the economic bene-

fits they bring. Until 1990 the

Philippines, once known as the

“Isles of gold", was the world's

eighth largest gold-producing
country with official annual

production (which aD has to be
delivered to the central bank)
of nearly 40 tonnes or 1.3m
ounces. sin«» then output has
fallen so the country has
dropped to 14th place in the

global reckoning and official

production is down to 31

tonnes. However, the Gold
fields Minerals Services con-

sultancy group estimates that

the “informal" - or illegal -

sector contributes an addi-

tional 18 tonnes (580.000

ounces).

In recent years other parts of

the Philippines mining indus-

try have been going through
difficult times, brought down
by low metal prices, high
debts, bad management and 20

years of international isolation

during file Marcos presidency.

With this in mind, the gov-

ernment is encouraging a flood

of foreign investment into the

Philippines mining industry by

changing mining and tax laws
and permitting 100 per cent
ownership of mining compa-

nies by foreigners in some cir-

cumstances, something previ-

ously forbidden. The new laws

allow foreign mining compa-
nies to apply for licences to

explore vast areas of up to

81.

000

hectares for a limited

time. Since March there has
been a rush for these FTAAs
(financial or technical assis-

tance agreements). Apart from
TVI and CRA, the list of inter-

national mining companies
asking for FTAAs includes
Newmont Mining of the US,
Chase Resources of Canada,
and from Australia Placer

Dome, Golden Shamrock, and
Newcrest. Two licences have
been granted so far - to com-
panies that applied under the

previous regulations - to Cli-

max and Western Mining, both

Australian companies.
There have also been more

than 300 applications for

another type of licence that

allows exploration of a smaller

area.

Secretary of state Ramos
says mining will be one of the

lead sectors in the coming
upsurge in the Philippines

economy. He has no doubt that

the industry's exports ulti-

mately will match the peak
USSl.2bn recorded In i960. “I

have never seen so many min-

ing company chief executives

as I have in the past four
months," he says, adding that

domestic mining companies
will be helped by the promise

of stability brought by the new
Mining Act, which is guaran-

These guys pan for gold in the rivers and then

follow the trail upstream until they find the main
source. They won’t stick around if its not worth

their while.’

teed not to be changed by the
next administration.

Mr Conrad Leviste. governor

of the country's Board of
Investments, estimates that
there will be a capital infusion

of at least US$3bn resulting
from the FTAA applications
alone. Another indication of
the benefits the gold rush wiU
bring the Philippines is that

CRA has given Mr Agupitan
the target of finding deposits

with a minimum of 100 tonnes

(ounces) of gold. He says: “At
first 1 thought this would be
Impossible but now I am opti-

mistic we will find something
of tiiis size".

In fact, other foreign compa-
nies already have that amount
of gold In the bag, at sites

where there was hectic small

scale miner activity. TVI, in

partnership with Echo Bay of

the US, has 3.8m ounces of

mineable gold and 2Hbn lb of

copper at the Kingklng deposit

in the Mandanao region. The
companies are helping local

group. Benguet Corporation, to

pay off most of its debts and
get back to financial health by
paying at least USSSTm for

Kingking. Meanwhile, Climax
Mining has discovered 4m
ounces of gold and l.ibn lb of

copper at its Didiplo deposit in

the Luzon region. Mr Bryce
Koxbrugh, Climax Mining pres-

ident. says that mining could

start up In 1997 to produce up
to 400,000 ounces of gold and
87m lb of copper a year. That is

nearly as much gold from one

mine as the efforts of all the

small scale miners produce In

the same time.

MARKET REPORT

Copper and aluminium fall to fresh lows at LME Dominica’s bananas recover

Base metals prices mostly
moved lower in late trading at

the London Metal Exchange
yesterday, as losses in New
York undermined the COPPER
and ALUMINIUM markets.

Both fell to fresh lows far the

current sell-ofL Three months
delivery copper hit a 14-month
low. while aluminium crashed

through $1,600 to trade at its

lowest for 16 months.
Copper bottomed out at

$2£12 before ending the kerb
session nervously at S2^20, a

$31 a tonne loss from Monday.
The market was oversold, trad-

ers said, but given the bearish

mood a test of S2.500 was
likely, with major support put

at $2,450.

Aluminium's downtrend on

Monday, which was briefly

halted early yesterday,
resumed in mid-afternoon
when the three months price

moved quickly lower to test

$1,600.

The three months delivery

position traded at a low of

SL592 before ending at $1,596,

down $26.

The next downside objective

was at $1,550, traders said.

Compiled from Reuters

UK WARMHOUSC STOCK*
(ta Monday's dose)

tonnes

AkanMum *4.350 to 594275
Aunnum a»oy *360 to 63.220

Copper *4.650 » 319,025

Lout -4500 to 126.450

Mckd -912 XO 43.764

Zinc -1.1 75 to 881,225

TTr -200 to 11,600

By Canute James

Dominica will resume regular

exports of bananas to Britain

by earl}’ March, following the

destruction of farms on the

Island by a series of hurricanes

last summer.

Dominica is one of the four

of the Windward Islands that

are the main source of bananas
consumed in Britain, but the

island's exports were reduced

to small, infrequent shipments
after the storms.

That caused Dominica's
exports last year to fall by 24

per cent to 33.000 tonnes, and
tiie island's Banana Marketing
Company has projected exports

this year of between 42.000

tonnes and 52,000 tonnes,

“depending on weather condi-

tions during the year".

COMMODITIES PRICES

BASE METALS
LONDON METAL EXCHANGE
(Prims from Amalgamated Metal Trading)

ALUMPflUM, aa.7 PURITY ts per tonne)

Cash 3 mths

Ctoae 1599-600 1805-6

Previous 1628.5-9.5 1830-40

HlQti/tow 1618/1587 1625/1595

AM Official 1617.5-18.(1 1824-5

Karti cto38 1596-7

Open InL 232.238
Total daily tunovar 73,837

AUUMDBUM ALLOY (5 per tonne)

Ck»e 1410-20 1445-55

Previous 1420-30 1460-85

Hlgh/taw 1415 1454/1445

AM Official 1415-20 1450-55

Kerb ctaw 1440-5

Open IrtL 5253
Total daBy trenover 1.375

LEAD (5 per tonne}

Ctoae 700-1 692-3

Previous 695-6 687-6

Mgiytow 707 700/683

AM Oflldal 707-8 698.5-9.0

Kerb dose 688-90

Open re 32247
Total dally turnover 10206

MCKEL (S per toms)

Ctoae 7575-65 7690-700
Previous 7670-80 7790-800
HXjtVtow 7750/7620
AM Official 7630-40 7750-60

Kerb dose 7660-70

Open ire 40284
Totflf daffy turnover 8.655

TW (J per tome)

Ctasa 6265-75 6200-95
Previews 6275-85 6295-300
WghAow 6320/6280
AM Official 6290-300 6315-20
Kerb done 6290-300

Open W. 13.191

Total doBy tureovw 3.668

ZOiC. apecial Irish pad* <S per lame)

Close 1018-9 1041-2
Previous 1010.5-11.5 1034-5

rtfltvtow 1021/1020.5 1048/1033

AM Official 1020 -20.5 T043-3.5

Kerb ctoso 1036-7

Open ini. 72245
Total dairy trenover 31.794

COPPER, (trade A (S per torero)

Ctoso 2685-80 2536-7
Previous 2715-20 2553-5

Hfeh/tow 2716/2700 2553/2510

AM Official 2714-6 2554-6

Kerb ctoso 2519-20

Open InL 188.782

Total daffy turnover 68.604

LME AM Official E/S rate: 13483
LAC Closing E/S rata: 13815

Spot T 5475 3 rate I 5442 6 mots 15404 fliMRx 15365

HK1H GRADE COPPER (COMEX)

Salt toy** Open
price EtaBpe Meb Urn VM M

Jbb 11EL8S -365 123.40 11100 486 2JU7M 11785 -3.00 120.00 11750 146 1,214

Mar 11405 -3.00 116.65 113.80 6919 25.032

Apr 11255 -2S0 115m 11295 95 721

Hey 111.85 -130 113.70 11180 456 4.423

Jan 11130 -1.30 112.00 111.75 17 569

TOM 8£79 4ZJM

PRECIOUS METALS
LONDON BULLION MARKET

(Prices awaited by N M Bomscrtkfl

GotafTrcy 02} S pies E equtv SFr Squlv

CtHO 394.10-384.50

Opertno 396.6MS&20
Morning Bx 305.05 255.162 491.724

Afternoon fix 394.55 254.532 460.440

Qr/e Hlgn 39SJO-396JO
Day’s Low 394.00-394.40

FVgvtouacioae36e.30-3M.70

Loco Ldn Mam Gold Untfng RatM (Va USS)
T month 2.7E 6 months - -5.79

2 months __._2.79 12 months 2 66
3 months 2.79

toftf Rk p/troy ck. US co eqriv.

Spot 355.65 55080
3 months 300.90 557.65
6 months 365.80 564.15

1 yew 378.00 576.80

Grid Cains S Dries E aquv.
Khjgmand 383-386 254-256
Map* Laaf 4Q5.60-toe.ifi

Naw Sovereign 91.3-04-5 59-61

Precious Metals continued
OOU) COMEX (100 Troy tut; S/boy«Ll

GRAINS AND OIL SEEDS
WHEAT LCE (£ per lawaj

SOFTS
OOOOA ICE tptanm)

MEAT AND LIVESTOCK
LIVE CATTLE CME (40.0001*; centE/toa)

-

Sett Day'a Open

price dm* ffigb bar 1M H
SMI Baj/a Open

price change ffigfa Low 1M M
Srt Day* Open

price eftaaga Ugb Lob W
SMI BaT* Opan

Price strange Kgh law 1M (iri

Jaa 3962 +04 387.4 3874 15 4 Jaa 120.75 -050 12050 120.05 15 246M 3869 +0.4 396.4 3949 48501 89955 Mar 12250 -050 122.70 12250 342 2528

to ms +0.4 4005 3965 4.441 21534 w 124.75 -0.85 124.75 124.00 311 1439
Jen 400.9 tft4 402.1 388.8 3506 25984 JM 126.SO -0.90 12650 12625 32 414

Aag 402.7 +05 401.4 4014 87 4514 Sap 11255 -0.75 11225 11295 10 90

Oct 4045 +05 407 407 14 3596 No* 114.25 -0.75 11490 11175 98 1.1X13

Total 58523179504 ToM an 7537

PLATINUM NYMEX ISO Troy oz_- S/boy 02J WHEAT CBT ROOdfau mto; centa/BOto buaheQ

ttm 891 -2 694 889 1.152 35.266 Fa# 66950 -0225 86.700 65550 6957 30.145

•My 913 -2 914 911 607 15.408 Apr 66.625 -0200 87900 66200 2,038 17581

Jui 932 -3 935 332 18 8908 ta 62550 -0.100 63.075 62.675 1999 10929

top 951 -1 951 949 62 29.795 ** 6152S -0.100 62925 61.700 569 4912

Dae 968 -2 969 967 207 8.168 Od 62.850 -0950 63900 62.775 220 4.163

Mr 988 - 968 886 419 21924 Dec 63200 +0-025 63250 83.150 104 £458

Total 25*212*500 Tetri 10596 70501

COCOA CSCE (10 Kama; S/tarmeaj LIVE HOGS CME (400008*; cents/Ba)

Ja 4135 -4.4 4160 4139 187 56

Apr 4175 -4.4 4239 4145 3,884 19961

Jri 4195 -44 4199 417.5 23 2506
Oct 4212 -4.4 4219 4199 36 1954
in 4225 -4.4 - 4060 5 54

Tetri 87A WA
PALLADIUM NYMEX [IPO Troy oz^ Sftroy caj

mar 131.15 -390 13100 130.10 415 5.480

Jun 13265 -390 13450 131.75 248 623

Dec 135.15 -390 - - - 3

Total WA H/A

SO.VER COMEX (5900 Troy ot: Cema/boy au

Jan 561.4 +0.9 _ _ 50 58

Km 8557 *07 5615 5509 39996 59901
May 5605 +0.7 5620 555.0 7933 10967
Jul 565.1 +07 967.0 5599 236 7.427

top 569.6 +0.7 5690 5639 70 8973
Dm 5761 +67 577 0 5719 303 5516
Total 46*8 88973

ENERGY
CRUDE OIL NYMEX <42400 US gate. S/barral)

Latest Oafs GteB
price change Mgft Lew Voi M

Feb 1996 -0.30 2652 iaaz 35.701 83858
Mar 1644 -021 1989 1998 25.042 51.935

Apr 1698 -016 1996 1095 7.725 agfPQ

May 1666 -0.14 1895 1682 6230 23203
1636 -0.17 1667 1881 5*43 37.429

Jri 1616 -016 1635 1614 7.515 22811
Tetri N/A WA
CRUDE OIL 1PE (3/barreft

Latest Day’s Open
price change Lett Vri kri

Feb 1674 -0.46 1920 1670 18875 46830
Mar 1620 -035 1654 16.17 14953 41212
Apr 17 76 -028 1805 17.74 5.779 15.793

•toy 1739 -027 17 70 1799 2.926 13.708

Jcra 17.20 -017 17/12 17 14 2275 14,034

Jri 1688 -t)2S 1722 1668 666 GJE7
Tetri 36486161232

M HEATING OIL NYUEX <42900 US gafe: cAJS safe.)

Latest Day's Open

price eftaaga N* Lora Vol krt

Feb 6035 -029 63.00 0630 24.443 57233
He 5730 -029 5995 57JO 6.466 22.655

5390 -024 5590 5380 2212 6865
Nay 51.10 -029 51.80 51.10 499 7.670

Jen 4980 -099 5020 49.80 406 8883
Jri 48.70 -0.10 4980 49.70 IBS 9219
Tetri WA WA
M OAS Oft. PE (Sffixins)

Sett oafs opre

price eftaaga «0ft Lom Vri tot

Jaa 10025 -225 16325 17100 6891 21597

Fab 175.75 -1.75 17925 17650 9.300 32.771

Mar 17D90 -175 17290 17600 1899 10265

Apr 164.75 -CM 16675 16425 18a 6866
May 101.00 -0.75 101.75 16190 448 2.032

Jui 15600 -0.7S 15079 15600 1.199 5.301

ToW 21281 88289

natural GAS NYMEX (10.000 mnfini.; S/nmenu

Latest Dqte Open

price change Lera Pel tot

Feb 2920 +0904 3099 2920 15887 37.110

Mar 2.540 +9.116 2570 2450 3 647 25837

*» 2-120 +6061 2150 2069 1271 15283

May 1.380 +0961 2000 1-930 1.715 12.929

Jaa 1900 +6041 1920 1870 396 10677

Jri I960 -0036 1670 1.840 331 8873
Tetri WA IVA

UNLEADED GASOLME
NYLEX <42.000 US oafls.: Oils gags.)

Latest Day* Open
price eftaaga M* Lera Ml IS

Faff 5675 -123 61.70 5695 11994 29212
Mar 5790 -122 8200 5670 5.118 13828

5600 -060 6625 56B0 7856 6.486

•toy 5640 -0 37 5695 56 35 1.034 5258
Jn 57 70 -OI7 5768 57 70 S3 3835
Jri 5675 5725 5675 105 3245
total WA WA

Ms 405.75 +1229 49780 48480 19.188 51845

“*y 46B25 +825 46050 46050 4287 0821

Jri 43200 +480 43100 42880 6.785 30700
top 43175 +175 43480 42050 202 5812
Dae 44200 +3.50 44100 <38.50 240 2213
Jul moo +580 38000 385.00 11 106

Tetri 302« 88280

MAIZE CUT (5.000 feu min; carn»^56tt> buaheft

Her 366-75 +825 367m 35000 59J372B5JH0
May 370-25 46.00 37050 38300 13,284 B02B6
Jot 36725 *3.00 387.50 38150 11587 B0JK3

Sen 314.00 *350 314-35 31050 2584 20360
Dae 285.75 +225 29050 29350 0685 44573

Ms 30100 4250 301.25 29650 241 0396
Total 04^*907,215

BARLEY LCE (E par tome)

Jan 11485 +G30 11175 11173 6 215

aaar 115.10 -0.50 11525 11450 137 876

Nat 11R90 -0.10 116.75 116.75 31 385

top 10925 - - - - 20
NO* 110J0 - - - - 68

TeW T74 i,sn

M SOYABEANS CBT (5800ffu ato; ccririGOa taahaft

Jen 73625 +8.75 73650 72700 10548 72M
MS 74050 +925 74680 73550 482411U6.147

Mn 75150 +1080 75250 74150 5879 25.197

Jri 75150 +825 75425 74250 M3Q 31.065

Aug 74650 +8.75 74980 73600 315 2.463

Sep 72COO +150 72500 71100 311 2.450

Trial 78545205237

SOYABEAN OIL C8T (6Q.OOOts; cerrts/Tb)

Jan 5424 +087 2429 2488 1211 22S2
Ms 2446 +0.05 2458 2481 12801 45242
•>» 5485 +0.05 2494 2471 4.718 14.943

Jri 2522 +004 25.31 25.10 2210 12259
Aug 2133 +0.03 25.48 2525 307 2829
tog 2051 003 25.63 2550 117 1215
TeW 21287 88203

M SOYABEAN MEAL CBT (100 tans S/ton)

Joe 3347 +16 234.7 2305 4245 4230
Iter 238.2 +19 2385 2315 76949 58.773

May 239.4 +18 2369 2352 3243 14802
JM 2394 +40 2399 1841 11184
Aag 2368 +38 2379 2343 82 2239
Sep 229.7 +22 2315 227.0 12 1214
Tetri 28270 39248

M POTATOES LCE (EAtme)

MW 2008 _ - _

Apt 2Z38 -28 225.0 2168 101 1.00B

May 2415 - - 9
Joa 3258 s. - _ - ra

Triri 101 1839

M FREIGHT (BIFFBQ LCE (SIQfindax point)

Jan 1590 +22 1605 1585 162 1242
Fee 1570 +17 1580 1560 67 205
Ms 1555 +10 1555 1550 12 234
Apr 1S40 +20 1550 1515 32 1296
Jri 1370 +22 1375 1350 13 B84

Oct 1450 +20 1450 1450 3 252
TOW

Ctoae Free
291 32K

HR 1577 1570

FUTURES DATA
At futures data xippBed tty CMS.

Mfrw Metals
antimony :

btamum : 3.05-455
cadmium : 105-1B5
Cobalt 00.8 : 31.75-33.00
99-3 pent : 27.80-28.50
meraay : 150-170
"Wybdanuti 1

4,3(W.50
wtenlum

; 3^0-4.50
tungsten ore : 55-62
vanadium ;

ureniwn - ; 10.00

Ms 1262 - 1275 1255 15 37.420

•toy 12ES - 1298 1280 1-594 17.750

JH 1309 - 1317 1305 975 6201

top 1330 - 1339 1329 196 9830
Dec T359 - 1374 1359 171 8206
Mar 1388 - 1338 1387 308 5.732

Triri

COCOA (ICCO) (SOfTsAonna)

8*73 88287

Jaa 8

oan,

Price Pra*. day

91821 9

COFFEE LCE (S/tonne)

Jaa 1817 -38 1849 1780 271 1.887

Ms 1707 -1 1710 1685 1.187 16®0
May 1604 +4 1603 1583 1.181 8233
Jri 15S2 +9 1S50 1532 252 1947
sm 1535 +17 1540 1530 76 1.718

Hot 1521 +18 1330 1530 20 435

Triri 2J®7 31390

COFFEE *C* CSCE O7.500lhs; centrists)

Ms 9825 99AS 95.80 335 18.918

•fey 9580 - 9100 95J0 7 5623
Jri 95.80 9923 95!? 151 1011

top 95.75 - 9900 85.75 33 1209
Dec 952 - 96.B0 96.00 B 818

Ms 9525 - 9820 96.50 4 222

Tetri 10252 28213

II COFFEE (ICO) fUS cents/ptxnd)

Jan 8 Price Ptw. (i*T

15 day awraya —--lino 05£1

M No7 PRBMUM RAW SUGAR LCE (csitritos)

Ms 10.90 - - - -

May 11.60

Jri 1150
Oct 11.60

M WHITE SUGAR LCE Brtonne}

Mar 387.4 +29 3664 3642 1.182 14.187

Hay 348.7 +1J 3502 3472 993 6337
ASM 333 6 -1.0 3318 3316 343 4208
act 307.1 -15 309.6 307 .Q 161 3.776

Dec 3008 —3j0 raw a 300.1 54 1.950

Ms 2963 -14 3021 3014 59 434

Trial 24*5 32338

SUGAR *11* CSCE (1 12.0002b; cantrilbs)

MS 1129 11JB2 1120 708 87.716

ay 11 39 — 11.40 11.18 2265 27219
Jri I0J1 - 10.62 10L40 821 17.135

OCt 1021 - 1022 1017 671 19.721

MS 10.10 - 10.10 9.96 253 11283
toy 927 60S 025 77 1.712

Todd 14^40 100501

COTTON NYCE ggjjOjte* cwntaribM

Bbr 6180 +027 85.63 83.75 1887 2A904
May 8112 0.12 8420 B100 1,104 10,593

Jri 8228 +023 64.10 8206 37B 7^05
Qet 7045 -aos 8000 70.40 165 1823
Oee 7720 -020 7820 71SO 3S9 10200

Ms 78.48 -022 7825 7a60 B 957

Triri WA WA
ORANGE JUKE NYCE (15.000be; oartn/toti

Jan 11925 -0.05 1+100 moo 640 1.739

Hsf 12140 020 123.05 12130 2^40 14272

tor? 12100 +085 127.00 124.25 158 2.141

Jri 12720 12600 12720 se 856

Sap 12945 + • 129.45 12945 34 1.075

NOT lafiO + ,d 12S.50 127.50 - 324

WA WA

VOLUME DATA
Open interest and Vafcxne data shown tor

contracts traded on COMEX. NYMEX CBT.
NYCE. CME and CSCE are sw day m arrears.

INDICES
REUTERS (Base: 1 8/9731-TOO)

•tons Jen 8 mom* age year 090
2109.8 2113.4 2135.5 £257,3

CRB Futurea (Base: 1967=100}

Jail Jan 5 month ago year ago
245.82 24&7B - -

OSCj Spat (Bate 1870-100)

Jan 8 Jan S month ago year ago
N/A 208.es N/A N/A

Feb *5375 -0.400 4&6S0 44550 2JSX 11.375

AS 41800 -0426 46.125 45.325 1,650 8.124

Jaa 51.375 -0375 51.660 51.175 900 5357

Jri 51^0 -0 425 51.600 51.075 264 2.836

Aas 50.050 -0400 50.100 49700 113 2.700

Oct 46000 -0350 *8350 41875 145 1361

Trial 6J» 33JH6

PORK BSLUES CME |4QJ00U»: cantata)

Fata 54.750 -0275 55350 51850 838 4,257

Ms 5SZ7S 56450 54350 201 1.048

Hay 56300 +0150 56500 55300 69 772

Jri 57.425 +0.075 57.450 56400 66 588

Aug
Triri

55300 +0250 55.300 54500 13

1,187

184

8JN8

LONDON TRADED OPTIONS
Strike price $ torme — Cato— — Puts

Wl ALUMINIUM
(99.7%) LME Feb Apr Fab Apr

1500 — . -. 8(7 120 7 22
1603 25 BO 45 61

1700 4 25 122 124

H COPPER
(Grade A) LME Feb Apr Feb Apr

2500 - - 125 98 19 88
2600 62 55 55 143
2700 — 24 - 116 -

M COFFEE LCE Mar May Mar May
1500 222 24 . 111
1550 — 182 20 - 141

1600 146 16 - 174

M COCOA LCE Mar May Mar May
850 40 75 .

075 _ 31 57 - .

900 18 42 - i

M BRENT CRUDE IPE Feb Mar Feb Mar

1B50 . 33 2 27
1900 10 22 16 45
1950 - - - -

LONDON SPOT MARKETS
CRUDE OIL FOB (per bwrei/Fab) Or-

ubal S17.47-7.57W -0325
Brent Blend (dated) 519.05-8017 -0.52

Brent Blend (Feb) 518.75-8-77 -042
W.T.I. 519.95-9.08 •0335

OIL PRODUCTS NWEprooaat deffvary Cf (tonne*

Premium Gasritae 5177-179 -2

Gaa Ol $181-182 -4

Heavy Fuel Oil $110-112 *2
Napbtba S17B-178 -3

Jei fuel 5211-213 -2DM 3186-187 -4

AnFofcum Ague. TeL London (017IJ 359 8792

M OTHER

Odd (per troy S3M30 -23
88ver (per boy ojj* 549.5c -3.0

Platinum (per buy at) *414.50 -33
PaladLm (per troy OZ~) 3129.55 -1«
Copper 125.0C

Lead (US prod} 41.75c
Tin (Kuala Lumpuri 15.77fn +0.02

Tin (New York} 296.5c

Cattle (five wrigh^f I2l.r0p +0.17*

Sheep (8ve woomr# 11736p -6.18-

R(js (Hire raal^iOT 105.62P -8^6*

Lon. day sugar (raraj S320.1 +1.3

Lon day sugs (wta) $300.0 as
Barley (Eng. teed} Unq
Maize (US No3 YaUwr) 151.K
Wheat (US Dark Nprih) Unq

RiOOer (FebrtP 108.OOp -1G
Rubber (Mar}V 10&00P -1J>

Rubber (KLRSSNoll 415 00m

Coconut O* (Ptiag S882* -17£
Palm OH (Matey. )§ S535.0Z -110
Cojra (PhD)§ 432.Ou -12-0

Soyabeere (US) 213.0 -2 0
Canon Outtoak-A1 kvlex 88.50
Woatepa [Ms Sun*) 444o

6 oer tom* mtesc omma anaao. p praierikg. o cram.
r rtnggK/Kg, m Malaysian com/kg. z Jan. 11 DatfJ3n9 »
fee. y Jan/Fw. • OcVDec Loreto Phyriail 5 CF Raora*
tttn. Breton maftM do—. 4 8t—p (L»e » prioari-

’

Ctranga on week t Pit* aa tor prawn* flay-

JOTTER PAD

CROSSWORD
No. 8,963 Set by CINEPHILE

Solutions include three trios and one quartet: their clues
may be incomplete

ACROSS
1 One engaged in our subject

dropping a name (6)

4 Tune for church (3,5)

10 Blau Is clue, possibly (9)
1 1 Tool that is identified in plain

speech (5)

12 Sea blue? (4i

13 Manage publicity for small
cars on small territory (10)

15 Ran back at speed to tell the
tale (7)

16 Castrate <61

19 Shy characters take bread
and milk, perhaps, with herb
(6)

21 Cutter that gets cut. the sixti-

eth? (7)

23 Deer goes in to endure suffer-
ing, without interference (10)

25 Overtime? (4)

27 Forty winks In small 'ouse Is
not suitable (5)

28 Knowhow to get forward to
islands in river (9)

29 Earnest request to dine in the
porch? (8)

30 Celebrated Young Conserva-
tive returned to the Swan (6)

DOWN
1 Dash me if 9(8)
2 Saves two railways for a

change? The other way round
(4-5)

3 Social weapon (4)

5 Building be in air or in Spain?
(7)

6 Relating to small bundles
from ’alf a circus (10)

7 Joint, perhaps, as in decay (5)

8 Bench for discussions by
ancient Greeks, a somewhat
perplexed race (6)

9 Musical racket? (6)

14 Small house fix' friend with
one like this catcher Inside

(10)

17 Summoning up of native with

coo? (9)

18 Lady in paper chair to die

capsized by lock (8)

20 Gift dispatched In advance?
(7)

21 I'd peep out from over the
water (6)

22 To come without a piece of

furniture (6)

24 “The centre of my sinful

earth"? (5)

26 A right of the setter as host

«>

Solution 8.962



OVER 300,000 INFLUENTIAL RUSSIANS DISAPPEAR
EVERY TUESDAY, THURSDAY AND FRIDAY.

You’ll find them buried in the pink pages of their Financial Izvestia. This authoritative

Russian language business newspaper is produced jointly by the Financial Tunes and Izvestia

and now accompanies Izvestia three times a week.

It draws on the huge editorial network of both newspapers, bringing up-to-the-minute

national and international news and informed comment to key decision makers in Russia.

News that impacts the Russian market and comment that makes Financial Izvestia a unique

and essential business tool for those shaping the new Russia.

To find out more about advertising to these influential people, call Gareth Jones or

Kate Zietarski at the Financial Times in London on +44 171 873 4263/4 (Fax +44 171 873 3428),

Stephen Dunbar-Johnson in New York on +1 212 752 4500, Dominic Good in Paris on

+33 1 42 97 06 21, or Sarah Leventhorpe in Hong Kong on +852 2868 2863.

FT
FINANCIAL TIMES

GROUP



20 FINANCIAL TIMES WEDNESDAY JANUARY 10 IH96

INTERNATIONAL CAPITAL MARKETS

German bunds lifted by weak economic data
By Richard Lapper and Martin
Brice in London and Lisa

Bransten in New York

Fresh data provided further

evidence of the extent of eco-

nomic slowdown in Germany,
fuelling outperformance by 10-

year bunds. In the US Trea-

suries were initially boosted by
soft retail sales data but later

fell back on renewed doubts
about a budget agreement

German bunds were helped

by news that the number of

people out of work in Germany
as a whole rose by a higher
than expected 68,000 in Decem-
ber, and that West German
manufacturing orders fell by
0.7 per cent in November.
“The message that came

through from all the numbers
was basically recession. The

slowdown is accelerating and
the bottom line for bunds is

extremely positive." said Mr
David Brown, chief European
economist at Bear Steams.
Mr Julian Jessup, interna-

tional economist at HSBC Mar-
kets. noted that the “tradition-

ally pessimistic but well
regarded" DIW Institute had
revised its 1996 GDP forecast
from 2 per cent to 1 per cent.

Analysts argue that the fig-

ures increase the prospect of a
cut in the discount rate, cur-
rently standing at 3 per cent
Mr Andrew Milligan, an econo-
mist at New Japan Securities,

says “on balance a cut is now
more likely", although be
believes it is still unlikely
before Easter.

Ten-year bonds outper-
formed their US counterparts,
with the yield spread falling by

5 basis points to 17 points. On
Liffe the March 10-year future

reached a high of 110.02. before
falling back to settle at 99.89,

up 0.28.

The strength of the German
market spilled over into the

UK in the morning but gilts

GOVERNMENT
BONDS

lost ground in the afternoon
and underperformed bunds on
the day. Rumours that the gov-

ernment may lose the support

of another Conservative MP hit

investor confidence.

“The markets are on edge
and sensitive to any develop-

ment on the political front,"

said Mr Don Smith. UK econo-

mist at HSBC Markets.

A trader reported some
switching out of gilts into a
£400m eurobond issued yester-

day by the European Invest-

ment Bank. On Uffe the March
long gilt future settled at llOii.

up In the cash market the
10-year yield spread over bunds
rose from 164 basis points to

166 points.

The French market was also

helped by the German eco-

nomic news, which could
increase the prospect of a cut
in local short-term interest

rates. Ou Matif the March 10-

year futures contract gained
0.34 to settle at 120.66.

A stronger dollar helped
European high yielders. while

Swedish bonds were given
extra impetus through a 25
basis point cut in the repo rate

to 3.66 per cent. Italy, Spain

and Sweden all outperformed
Germany, with 10-year yield

spreads falling respectively

from 463 to 460, 359 to 354. and
234 to 22S basis points.

In the US bonds moved
higher early in the day after

the release of the Mitsubishi
Bank Schroder Wertheim
index of chain store sales,

which fell a seasonally
adjusted 2.6 per cent last week
from the previous week.
However. Treasuries later

retraced most of their gains as
negative rhetoric emerged
from the White House and
Congressional leaders, who are

negotiating how to balance the

budget by 2002.

Near midday, the benchmark
30-year Treasury bond was
down i± at lllv%, yielding 6.061

per cent and the two-year note

was unchanged at 100&. yield*

ing 5.182 per cent. The slip at

the long end caused the yield

curve mapping the spread
between two-year and 30-year

issues to steepen by 4 basis

points to 88 points.

Treasuries began moving
higher late last year amid
hopes that Republicans in Con-
gress and the Democratic presi-

dent would agree to a deal to

balance the budget Comments
from Washington yesterday
dimmed some of those hopes.

A spokesman for President

Clinton said there were still

big differences between the
negotiating parties, and a
spokesman for the House
Republican leader, Mr Newt
Gingrich, said that negotia-
tions could end later yesterday
with no agreement

Negotiated sterling issue for

EIB receives a warm welcome
By Conner MiddeJmann

It was another busy day in the

eurobond market with 17 new
issues launched and another
batch of deals in the pipeline.

In the sterling sector, the
European Investment Bank's
£400m issue of 10-year bonds
received a warm welcome.
“This was the ElB's first euro-

sterling issue on a negotiated

basis, and it was well oversub-

scribed." said a syndicate man-
ager for HSBC, which led the

deal jointly with BZW.
The bonds were priced to

yield 15 basis points over gilts,

and while some dealers felt

that was too aggressive, others

reported strong demand from
investors in Asia and Europe,
especially UK institutions.

The EIB also issued L500bn
of five-year bonds which,
though tightly priced, com-
pared reasonably with second-

ary market levels and attracted

Italian institutional as well as

Swiss and Benelux interest

The dollar sector saw a

$500m issue of 10-year bonds
for the Federal Home Loan
Mortgage Corporation. The
deal is to be priced tomorrow
at a spread of 25 basis points

over Treasuries, which some
dealers deemed too tight com-
pared with secondary US

INTERNATIONAL
BONDS

agency paper trading at 27-28

basis points over Treasuries.

Still, the lead managers said

International demand for dol-

lar bonds and investor appetite

for current-coupon 10-year
paper would support the deaL
Toyota Motor Credit Corpo-

ration also tapped the dollar

sector, with S300m of retail-tar-

geted two-year bonds yielding

flat on Treasuries. While most
dealers felt confident the tii-

ple-A rated bonds would get

placed easily, some said retail

investors are shifting their

preference to five-year paper,

which offers higher coupons.

After its successful foray

into the Swiss franc market on
Monday, the Republic of Aus-
tria issued DMl^bn of 10-year

bonds, to be priced today at a
spread of 18 basis points over

bunds. Lead manager Dresdner
Bank reported good demand
from Europe and Asia,

although some dealers said the

spread was too tight and would
have been more appropriate at

around 21 basis points.

After a one-year absence
from the eurobond market, the

Republic of Finland issued
DM75Qm of seven-year bonds.

While the pricing, at 10 basis

points over bunds, was ambi-

tious and the yield spread wid-

ened to 13 over bunds, lead
manager Deutsche Morgan
Grenfell said it was “an impor-

tant deal for Finland, enabling

it to establish itself as a credit

that can achieve better sub-
Libor funding”.

The Canadian dollar sector

NEW INTERNATIONAL BOND ISSUES

Amount Coupon Price Maturity Fees Spread Book runner

Borrower
US DOLLARS

VTL % % bp

Federal Home Loan Mtge.Corp. 500 14" laJR Jan5006 0525R +25l5v»%-05) GoWnan/SaJomon Brothers

flat(5!+%-97) Morgan Suntoy/UBSToyota Motor Credit Cop. 300 5.125 99.77R Jan 1998 0.T25R

D-MARKS
Repuh&c ol Auatta l^bn fa) lain Feb5006 0525R +18(6H-0Q Dresdner Bank
Repubhc of Finland 750 5J0 98J3R Feb5003 05OR +10(7vk-O3) Deutsche Morgan Granfefl

Deutsche Bau & Bodon&ankJ 200 OH 99.32 Jan 5002 050 Trinkaus 8 Burkhardt

LW Rentenbankt TOO Id 100.00 JaruSOOT 050 Lehman Brothers Bankluais
Hembuglsctva Lordes&entc ICQ 100.00 Jan50Qi 050 Lehman Brothers Bankhaua

YEN
Republic of Turfcetfsl* 10bn 7^0 100.CO Feb5006 1.00 Yamatohi M.(Eucpe)

SWISS FRANCS
LGT France (Grand Cayman# ICO left 10050 Feb5003 . SBC Warixag
New Japan Radio Co.(e/*4> 100 050 100.00 Fob5000 1.50 Mkho Bank (SwKzj

STERLING
Bulet Financed) 716.455 ZQfO (a) W Nomura totemationai

European Investment Bsnk(s) 400 7.625 99.32 5fi DK500B 05258 +15f7M8b-0q BZW/HSBC Marirete

ITALIAN LAE
European Investment Bonk 500bn 9.60 101.64 Jan50Oi 1.75 Cred.ltaBanoTSBC Wariburg

CANADIAN DOLLARS
Kingdom of Swedenfc) 200 6.75 99.7OT Dec500l 055R +10f7Yi%-01) Dntwii Europe

SQAEfe) 100 7.00 995868 Aug5001 0.30H +40(7%%-01) ScotiaMcLsod

LUXEMBOURG FRANCS
CommarzMnkfr) 3bn 6.375 102.1S Dec500* 250 BGL
DSL Bank Luxembaurg(g,l) 2bn 5.625 10250 May5001 1.75 BCEE/B1L

Final terms. non-caUabte unless adarea YWd spread (over govt bond) at lairah auppHed by lead manager. Miniated. <fWlth equity

vranants. X Floating-rare note. ffSemf-armual coupon. Ft fixed re-offer price: fees shown at re-offer teveL a) Priced today, b] 6-mth Utw
+i%. c) 4% quarterly tor 1st yr, 3-nrth Lttxx +2SSp thereafter. Coupons cannot rtee by more than 25bp or (ML d) 284 (or int 8 mths,

6-mth Libor -IZVfrbp thereafter, ej Fbdng: iGn/SS. Downward revision daaa. FebSS. Q 98 9enes tor zero-coupon notes maturing

monthly from Feb.96 to Mor.04. g) Maintenance of ownership clause (51%) by DSL Bank, q Long 1st coupon, a) Shod 1st coupon

came back to life with two
issues, C$200m of five-year

bonds for the Kingdom of Swe-

den and C$100m for Society

Quebecoise D ‘Assainissement
des Eaux.

The Province of Ontario is

rumoured to be planning a

CSlbn global bond this week.

Also expected are £200m of 10-

year bonds for the National

Grid priced at a spread in the

mid-40s over gilts; a DMlbn
issue of five-year bonds for the

Kingdom of Sweden; and a
$300m issue of 10-year bonds
for the Japan Finance Corpora-

tion for Municipal Enterprises.

UBS favourite to

run Grupo Sol sale
By Antonia Sftarpe

Union Rank of Switzerland has

emerged as the front-runner to

arrange the Dotation of Grupo
Sol Melil Spain's biggest hotel

company and the third-largest

hotel chain in Europe.

The company, which is

owned by its founder. Mr
Gabriel Escarrer, is due to

make a final decision at a
board meeting on Friday. The
rest of the underwriting syndi-

cate is expected to include

BZW, Morgan Stanley and SBC
Warburg.
Bankers believe that about

one-third of the company will

be sold in the flotation, which
is scheduled for May. The offer-

ing is expected to raise

between S250m and S3Q0m.
which would value the whole
company at $830m to $lbn.

Grupo Sol will be the first

hotel chain to be listed on the

Madrid stock exchange, giving

investors exposure to Spain's

buoyant tourism industry foe

the first time. Other hotel com-

panies are believed to be con-

sidering flotations, such as NH
Hoteles, Spain's fifth-largest

hotel chain, and the state-

owned Paradores de Turismo.

Grupo Sol’s Rotation coin-

cides with a strong recovery in

the world hotel market and Is

expected to arouse interest

among international investors.

However, the split between the

domestic and international

tranches of the offering has not

yet been decided.

The company has decided to

go public to finance its transi-

tion from being a Spanish
hotel chain to a fast-growing

international concern.
Although it is still based on
the holiday island of Majorca,

where it was founded 40 years

ago, it now manages 1S2 hotels

in 22 countries, from Latin

America to Asia.

European ratings from

S&P improve in 1995
By Conner Mkfdebnann

The improved economic
environment was beneficial for

European credit ratings in

1995, and moderate growth and

inflation should remain posi-

tive factors in 1996, said Stan-

dard & Poor's, the interna-

tional rating agency.

“With regard to credit qual-

ity, the economic environment

should be generally benign in

1996,

" said Mr George Dallas,

managing director of S&P's
European operations.

“The key factor driving pri-

vate sector ratings in Europe
will be competitive pressures,

while political factors - espe-

cially fiscal policy - will be the

critical issue for public-sector

ratings,"

In Europe last year, 37 debt

issuers were downgraded and

34 upgraded, compared with 56

downgraded and only nine

upgraded in 1994. Worldwide,

S&P carried out 531 down-
grades and 452 upgrades.

The banking sector saw the

highest number of downgrades

globally, with 255 ratings low-

ered and 130 raised. In Europe,

20 banks were downgraded and

16 upgraded.

“The outlook remains chal-

lenging and we don't expect

many upgrades," said Mr
Barry Hancock. S&P’s Euro-

pean banking analyst

While improving economic
conditions led to a few rating

improvements in 1995, bank
ratings are likely to come
under further pressure in com-

ing years from continuing com-

petition. deregulation and dis-

intermediation cm the asset

and the liability side, be said.

WORLD BOND PRICES

BENCHMARK GOVERNMENT BONDS

Coupon
Red
ate Price

Day's
change Yield

Week
ago

Month
ago

Australia 10.000 02/06 112X200 _ 8.14 610 623
Austria 6.500 11/05 101.4000 +0.060 620 620 665
Betgkm 6.500 03/05 99-5*00 +41390 6.56 667 669
Canada * 6750 12AJ5 111.2000 -0.340 7.15 7.11 721
Denmark 8.000 03/06 1002600 +0.320 7.11 720 724
France BTAN 7.750 04/00 107.5000 +0.250 5.77 5.90 523

OAT 7.750 10/05 1062300 +0.410 6.58 681 623
Germany Bund 6.500 10/05 103.8600 +0230 5.06 5.97 620
Ireland 8.000 08/06 10&9000 +0.150 1M 7.48 7.51

Italy 10500 09/05 1012100 +0.840 1029t 10.43 11.10

Japan No 129 6-400 03/00 118.0620 +021B 1.75 1.70 120
No 174 4.600 09/04 111.1300 +0265 229 260 227

Netherlands 8.750 11/05 105^000 +0270 52* 527 622
Portugal 11^75 02/05 11X2800 +0380 9^2 968 1028
Spam iai50 01/06 103-6300 +1.440 a*e 067 10.18

Sweden 0.000 02/05 B6J9510 +OJ52 826 839 669
UK Gita 8.000 12/00 104-16 +4/G2 620 8.68 693

6500 12/D5 107-01 +2/32 7M 744 723
9.QQQ 10/08 111-02 +6TJ2 7J83 7.60 78a

US Treasury
* 5.875 11/05 101-10 -4/32 5.70 582 5.89

0675 08/25 111-02 -13/32 607 5.99 623
ECU (French Govt) 7600 04/05 104.3700 +0330 8*4 620 7.07

London daring. -Now Yam irtd-aoy Yields: Local mortal stavteri.

t Gma fnawSng itMnottv tax at ISU par cart PVaOe By wnftml
Pnan: US. UK In SSntta. orient m dacsrm Sana. MMS ftuanwlma*

BUMP FUTURES OPTIONS (URPQ DM250.000 points Of 1QO%

Strike CALLS PUTS
Price Fab Mar Apr Jut Feb Mar Apr Jun

0950 020 024 0.79 1.13 021 025 128 1.42

10000 0.31 0.66 027 0.00 OA2 0.77 1.36 169
10060 0.13 0M 0.41 0.72 074 1.05 1.70 221
Em. m*. wml cans raw? Pun israi. pmvkxa dry's open ml. Cota I68ifto Pun 154284

Italy
NOTIONAL KALIAN GOVT. BONO (BTP) FUTURES
(UFFET Lira 200m lOQths o( 100%

Open Satt price Change High Law Est ydI Open int

Mar 109.83 110.12 +0.70 110.48 109-80 45515 57084

Jun 10035 10087 +0.74 10087 10035 351 1503

ITALIAN GOVT. BOND (BTP) FUTURES OPTIONS (UFFE) UregQOm lOOtha of 100%

Strew

Price Mar
CALLS

Jui Mar
PUTS

Jun

IIOOO 1.49 2.33 1.37 226
11090 124 2.11 1.82 224
11100 121 1.90 129 323
Est VOL total. Cans 3H7U Pun 4803. Pravtous opan It. Cat* 50873 Pun 30787

Spain
NOTIONAL SPANISH BOND FUTURES (MEFF)

FT-ACTUARIES FIXED INTEREST INDICES
Price ktrtcea

uk oats
Tue
Jan 9

(toy's

change %
Mon
Jan 8

Accrued
Interest

xd ad),

ytd

1 Up to 5 yeara(Z2) 12325 +027 122.06 2.17 612 5 yre

2 5-15 years |21) 15028 +0.15 15026 2.17 0.00 15 yre

3 Over 15 years (B) 16646 +022 16693 129 1.02 20 yre

4 Irredeemables (8) 10124 +0.12 19081 1.59 0.00 Irred.t

5 All stocks (57) 144.89 +0.16 144.67 2.16 021

Index-tataed

— Lon coupon yield-- — Medium coupon yield— —-High coupon yield—
Jan B Jan 8 Yr. ago Jan 9 Jan 8 Vr. ago Jan 9 Jan a Yr. aga

696 698 673 720 7.02 673 7.07 7.09 694
7.88 7.70 680 7.71 7.74 673 7.61 782 695
7.77

729
720
7.90

657
685

720 723 673 787 7.88 690

Inflation 5% —

—

—•* Inflation 10% —

—

Jan 9 Jan 8 Vr. ago Jan 9 Jan 8 Yr. ago

6 Up to 5 years flj 107.04 +024 196.97 122 600 Up 10 5 yre 248 2.47 4.17 120 121 2.96

7 Over 5 yeare(11) 188.70 -021 188.72 020 020 Over 5 yre 324 323 321 3.34 634 672
8 AI Blocks (12) 18678 -0.01 18677 022 600

Amp pan redsmaaun ytsftte am shown above. Coupon Bands: law: 0%-TI**: Msdunc HK-iOMfc Hpc 11N md over, f Hat vMkL ytd Yaw to dan.

FT FIXED INTEREST INDICES GILT EDGED ACTIVITY INDICES
Jen 9 Jan B Jan 5 Jan 4 Jan 3 Yr ago High" Low* Jan 8 Jan 5 Jen 4 Jan 3 Jan 2

Govt. Secs. (UK) 9541 9523 9523 9684 9528 9680 B622 9622 OR Edged bremdua 692 832 944 769 71.7
Rxsd Interest 11426 11428 11424 114.18 11428 10928 11524 108.77 6-day average 792 71.1 832 566 467
lor 1895/98. Gmsmmare Sacufltos Ngh Mm* cwmllun: 1S7M (B/l/30 tow 4019 (371/79). Rred Manat high Mnc* aompsetav 13387 fttn/W

.
low 9053 (11/75)

.
Baals 10* Qtnwimwnr Seaman IV

1008 and Read Han» 1828. 8£ aeMiy tadtoaa rabaasd 1874.

US INTEREST RATES
Open

9080

Sen price Change

96.85 *0.54

t-flgh

07.19

Low

96.60

Est. voL Open inL

97,067 48,073

8%
7%

One rawBi

Tea dmuUi

Treasury BUs
5.38

523

5*1 Sh raooVi

Dm year

SIS
S 16

ID^Sri

Latest

Prime rds
Oskar ban me
FedtMS
FedAmbd internmai.

.

BOND FUTURES AND OPTIONS

France
NOTIONAL FRENCH BOND FUTURES (MATIR FPr50Q.QQ0

5.18

5.25

5JJ
5.86

802

Mar

UK
NOTIONAL UK QBLT FUTURES (UFFET £50.000 32ndi d1 100%

Open Sen price Change Hgh Low Eat vot open frit

Mar 110-15 110-14 +0-08 110-28 110-09 57958 130648
Jun 110-00 106-2B *0-06 110-00 109-25 225 4

LONG GILT FUTURES OPTIONS (UFFE) £50,000 64lln ol 100%

Strike

Price Feb Mar
CALLS “

Apr Jw Feb Mar
PUTS —

Apr Jun

110 0-59 1-28 1-30 3-01 0-31 0-82 1-38 2-09

111 0-28 0-58 1-03 1-40 1-00 1-30 2-11 2-48

112 O-iO 0-34 0-45 1-I6 1-48 2-06 2-53 3-24

pen Sett price Change High Low Est. vol. Open InL

Mar 120.74 120.86 +024 12J.10 120 73 116.050 116.551

Jun 121.16 12120 +634 121.48 131.16 2S8 5.764

Sap 120 12 12026 +0.34 120.43 120.12 TO 715

Est. vol total. Coils 1225 Puts 1885. Previous day's opan mu Celts 18948 Pun 177*4

Ecu
ECU BONO FUTURES (MATIF) ECU 1 00.000

Mar

Open Sett price Change

9112 91.12 +0.24

Wgh
91.32

Low

91.06

Est voL Open Int

3.082 0.826

LONG TERM FRENCH BOND OPTIONS (MATJ^

Strike

Price Feb
— CALLS —

Mar 6*1 Feb
— PUTS —

Mir Jun

118 - - - - 0.19

119 - 3.23 - 607 0.36 0.75

120 1.09 1.48 - 021 0.58 1 09
121 0.40 0.08 - 0.56 1.02 -

122 0.12 047 124 -

US
U3 TREASURY BOND FUTURES (C3T) SlOOXCO 32rWa cfl ItXTH

Mar
Jun
Sep

Open

120-14
120-02

Latest

120-21
120-00
119-14

Change

+0-10
+0-10

High

120-29
120-15

Low

120-12
119-31

Est voL Open int

70,097 379.447
534 17,122

59 5,486

Em vd. torn. Core 20.724 Puts 19496 . Previous Oofa opan tot. Cota 127.787 Puts 727436.

Germany
Japan
M NOTIONAL LONG TERM JAPANESE OOVT. BOND FUTURES

(UFFE) YlOQm lOOOw of 100W

Mar
Jin

Open

99.77

99.16

Sen price

99.89

9921

Change

+028
+028

High

100.02

09.29

Low

99.77

99.15

Est vol

150648

917

Open int

211448

3217

Open Ctoae Change High Lew Est vol

Mar 11928 119.40 11026 2571
Jin 117.82 1T7.B2 117.02 50
UFFE Mum abo traded sn AFT. AI Oban Inters* nge. n br previous day.

Open Int

0
0
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CURRENCIES AND MONEY
warkets report

German data shifts focus to interest rate outlook
By Phfflp Gawfth

Currencies had a fairly quiet
day yesterday, with the focus
instead on the outlook for Ger-
man interest rates following
the release of various, survey
and economic data ccmfinning
the weak state of the economy.
Unemployment was higher

than expected, industrial pro-
duction figures were, disap-
pointing, and there was a bear-
ish tone to the forecasts from
DIW, one of the leading
research institutes.

Markets concluded that this
brought forward the likelihood
of an early egging of German
monetary policy, with the
euxomarii interest rate futures
gaining ground across the
curve. The June contract
closed eight basis points firmer
at 96.63, from. 96.55, discounting
short tarn interest rates of 337
per cent by mid-year, com-
pared to the current level of 3.7
per cent
The D-Mark was fairly resil-

ient, closing only slightly

weaker against the dollar, at
DML4432, from DM1.4403. In
Europe it was fairly stable,
closing unchanged against, the
French franc at FFr3.427. The
lira made up some ground, to
finish at U,091, from L1.095.

The Swedish krona
responded positively to a rate
cut closing at SRr4.578, from
SKr4Ji97 after the Riksbank
cut the repo rate to 166 per
cent, from &91 per cent
Trading was again quiet,

with liquidity std affected by
the adverse weather in New
York which kept many traders
away from their desks.
Sterling dipped slightly on

rumours of a farther MP defec-
ting, which would further com-
promise the government's
weak hold on power. The
pound finished at DM2J2804,

Pooffd In Mew Yarfc
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-Pm. com —
£*PM 15475 16505
1 mb 16482 16403
3 nth 15441 16471
1 Y 16322 16355

from DM2.2322. Against the
dollar it closed at SL5455, from

JL5499.

The inability of the dollar

and the European currencies to

make further progress against

the D-Mark would appear to be
the result of domestic uncer-
tainties in these countries; the

unresolved budget situation in
the US, and political uncer-
tainty in countries like Italy,

Spain and the UK.
Mr' Peter Farley, currency

analyst at MMS in London,
said the D-Mark had had a
softer tone to it, but that there
had not been any aggressive
appetite to sell the currency.
He said that the likelihood of
Germany catting interest rates
in the first quarter had
improved.
Previously many observers

had not expected any further
movement in official rates
until the second quarter, when
the Bundesbank would have
had time to assess the impact
of the previous easing of pol-

D-Maric

Tfadfr'weghted index

ns.— ^

109 V

107

SawoocFT Extol

icy. The discount rate was cut
to three per cent in mid-De-
cember.
Mr David Abramson, cur-

rency analyst at the BCA
Research Group in Montreal,
said he was surprised the
D-Mark was not weaker. He
reminded that the Bundesbank
had sold D-Marks last August
around DM1.46 when helping

he said, the Bundesbank had
probably felt German inflation

pressures were low. the cur-

rency was overvalued, and it

would not have wanted a reval-

uation against the yen which
had fallen dramatically from
its high in March,
He said the monetary policy

settings in Germany, and else-

where In Europe, were too

tight But he worried that
European authorities might he
tardy in taking the necessary
response. Mr Abramson said

that back in 1992 the authori-

ties had waited until they had
a real crisis on their hands
before acting.

If so, the implications for the
dollar are that it may need to

foil against European curren-
cies before moving upward.

The South African rand has
performed well this year,
buoyed by foreign inflows into

the bond and equity markets
which have rallied strongly.
Increasing belief that the

upper hand over inflation has

driven long bond yields below

14 per cent, with the stock

market rallying on the expecta-

tion of lower interest rates and

a buoyant gold price.

The rand closed at R3.G27

against the dollar, from R3.642

on January 2. A year ago, the

financial rand, used by foreign

investors and subsequently

scrapped, was trading at R4.05.

Mr Chris Stals, the Reserve
Rank governor, had good news
to offer the market when be
predicted that the country

would enjoy capital inflows
this year of around R20bn,
more than so per cent above
the 1995 figure, and well above
the current account deficit

which he expects to be around
R12-15bn in 1996.
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-068 150 - 250 105350 104690 104.735 53 103675 5.0 100445 46 1376
+30005 580 - 590 2.5610 26561 26594 -04 2.5655 -1.1 2689 -12 -

+06014 181 - 183 16193 16175 16217 -2A 16275 -23 16521 -22 -

-062 150 - 450 283450 263150 - - - - - - -

+30001 503-507 3.7507 3.7502 3.751 -OI 3.7517 -OI 3.755 -OL1 -

-06015 235-245 1.4250 1,4222 1.4204 3.0 1,4144 2.7 1.388 26 -

-3007 200-275 36375 36260 3.655S -96 3.707 -86 36303 -8.4 -

-1.1 000 - 20a 789300 786.600 790.1 -46 783.6 -33 812.1 -32 -

+30145 B2D - 900 273910 Z7.3TO0 27406 -06 27.448 -OB - - -

- 550 - 650 25.5000 253450 253588 -4.7 256625 -L8 20445 -4.7 -

mow
.UK

Sparwtfe rtxm onlyme hi Owe mcfenrt pieces, rorered imb* am not ttawcrty quoted toow
B BCD ae quoted In US cvrancy. IP. Morgen uunfr id Idea Jen 5s Bees average 1990-100

WOBU^UNTEREST RATES
HONEY RATES
January 9 Over

reqht

One
month

ThrM
ffltltt

Star

iMha
One
year

Lenta.

Intar.

DBL
rots

Repo
rate

Belgium 3"« 3M 3'd 3ft 3*i 7.00 300 _
week age 3'i 32 3a 3fi 760 360 -

France ='*' 3% 43 4T% 4fi 4.45 — 5.85
week ogC' 41i 3V 4% 4B dC 445 - 665

Germany 33 33 3ti 33 33 560 3.00 3.75

week age 3C 3a 33 35 35 5.00 360 3.75
Inland 5* ss SH 5% 53 - - 625
week ago 5i sa Si 54 M _ - 625

Italy 10*k I0v* 10 100 _ 9.00 10.48

week ag? 10S 10U 10i ion 10 - 9.00 10.50

Motherlands 3G 35 35 34 34 - 3.00 3.40
week ago 34 3£ 3ta 3ta - 300 3.40

Suritzartand IS 13 13 13 ia 5.00 1.50 -

w»k ago 3+i is i* IV IK 5.00 160 -

US 54 . 55 S’i 5* 5V* - 525 -

week ago SS 55 Si 5* S£ - 525 -
Japan Vi * 5 y - 0.50 -

week ago li ta * Vi - 060 -

S LIBOR FT London
IntoftMUtk Fbung 5*i S3 53 52 - - -

week ego Mi 5*i Sta 5% - - -

US Dolor CDs - 568 5.30 525 5.14 _ - _

week ago - 568 528 5.17 - - -
ECU Linked Ds 5i 5 5 45 - - -
week 333 5i 5Vi Si 54 - - -

SDR United De 33 32 3U 3fi — - —
week ago S3 3ta 3Ti 34 - - -

£ USOfl Ireetank ruing rates are
mi non men uotong day The
WnBmmsrer.

rata are etraam tor Ure oorn

EURO CURRENCY
Jen 8 Short

term

nemo rasas tor Siam quoted to tne metal m wur
beaks onr Bantam Trust. Bent of Tokyo, Hatton

Money XHn USS CDs, ECU a SDR UriUa

INTEREST RATES
7 days One Throe Si*

not Ice

Ono
year

Belgian Frans 3Ji A 311 3U 315 3J2 3U 3B 3» - 30 3U -33
Danish Krone 4>2 4*< 4 IS 4,1 4*4 '4*2 «h 4,1 4*8 -4* A 4*2

D-Mark 3}J afi 3(2 3JJ 3H- 33 3S 35, 35. 3*2 3% - 3*2

Dutch Gutter 3A V. 3.1 3A 3*: 3,1 3U'3» 3H -3*| 3*2 3li
Fmch Frans 4% Ah 4^, 4»* 4ij

0^
Ail .413 5 - 412 5 - Ml

Portuguese Esc. 84 8A Bi« Bli St. -B*B A -65. Btl -85s
Spartan Peseta 9A 9,1 Oi'a U 9i %\ 8

B

11 -Btl B"a - ah
Sterling 6^8 6l2 6,*. 6h Gil • 6*2 SB 61) sii -6)i SB - 6(5

Swk Franc 1u K1 A iv ik H2 HI ill -111 A - IS.

Can DoSar 5il 5*2 511 S*2 5% 5*2 Sh 5*2 55* 5*j Sil 6.1

US Ddto 5.1 558 S1b 5*8 5,1 5h 5B 5*2 -5L 5*1 • 5*.

Ralan Lira 10,

i

10,*. 10*2 10*4 10 ;. tM 10,1 10.1 Oil -9J) 5% - 9 V
Yen u U ' li Ja u *2 U -» u 11
Asian SSng 2*S

2*4 211- 2A SSg- 2*i 25b 2>? 2*1 2*2 213 - *12

snarl btm raws am cot to rtw US Dofer end Yen MMrs two Wye’ noose.

Firnmn (MATIF) Porto InteiPanL oflered rate (FFr5rn)

pen Sett price Change Kign Low EsL vcH Open W
Mar 94.91 9465 •807 95-04 94.91 43,988 52.888
Jun 96.19 9564 +0.08 9560 95.19 7672 44.300

Sep 9630 95.33 •D.OG 95-38 9560 3^27 Wink.

THHSK HOHTH EUROMARK FUTURSS (UFFE)' DM1m pofelU 01 100%

Open Sen price Change High Low EsL vol Open oil

Mot 0646 96.47 +064 96.50 96.44 23154 187603

Jm 96.58 96.63 +0.08 96.65 9667 40611 142962
Sep 9666 96.62 +068 96.64 9666 23066 121005
Dec 9843 96JI8 +069 96.50 98.42 23533 119981

THREE MONTH EUHOUU FUTURES (UFFET LlOOOm potato of 100%

Open Sou price Change High Low Eat. vol Open taL

Mw 00.23 9024 +064 9027 B022 9184 45889
Jun 9066 9065 +065 0068 90.83 2008 25493
Sep 9065 90.88 +067 90.90 9025 1360 14159
Dec 90.87 90.91 +0.10 00.92 9025 686 7361

THREE MONTH BIRO SWISS HIAIIC nfftlMBS (UFFt) SFrlm points ot 100%

Open Sett price Ctwige High Low EsL vol Open Ire.

Mar 9867 9829 +0.04 96.32 9&26 7228 22710
Jun 9862 9827 +0.06 9827 9822 2713 14972
Sep 9B2B 9821 +068 98.32 9828 1153 7192
Dec 0868 98.13 +068 96.12 8868 484 1365

THREE UONTH ECU FUTURES (LBTE) Eculm petals o( 10094

Open Sett price Changa High Low EaL vol Open kit.

Ma 9567 9568 +0.04 85,10 9567 1551 7097
Jun 9521 9524 +066 8524 9521 517 4749
Sep 9523 9525 +066 9525 8523 439 2421
Dec 05.14 95.15 +0.05 95.15 95.13 177 1867
* LIFFE luhjrne Btan traded on AFT

EUROLUtt OPTIOHS 0JFFE) LlOOOm points of 100%

CROSS RATES AND DERIVATIVES

Jail

Belgium
Danmark
fi»nee
Germany
Ireland

NofiMV
Portugal

Sweden
Switzerland

UK
Canede
US
Japan
Ecu
Dantah Kroner.

i CROSS RATES
BFr DKr FRr DM K L R NKr Es Pita SKr SFr E cs S Y Ecu

(BFr) 100 1820 16.88 4282 2.112 5308 5446 2140 5042 4082 2228 3633 2.180 4287 3270 3542 2218
(DKr) 53.19 10 8264 2288 1.12* 2823 2297 1128 2682 2174 1124 2682 1,180 2440 1.793 1882 1283

(FFO npng 1128 10 2.918 1268 3185 3268 1224 302.8 2452 13.38 2280 1208 2.753 1 nyi 212.7 1271

(DM) 2027 3287 3^27 1 0235 1091 1.120 4401 103.7 8468 4278 0209 0448 0643 0683 7261 0539

OE) 4724 8299 7288 3201 1 2512 227B 10.13 238.7 1932 1024 1282 1.032 2,171 1295 1872 1639

(L) 1285 0254 0214 0602 0.040 100. 0.103 0.403 9203 7.703 0419 0674 0641 0686 0064 0280 0649
(R) 1828 3462 3680 0293 0288 974.4 1 3629 9229 75.08 4687 0.722 0400 0242 0819 8569 0481

(NKr) 48.73 8.796 7.787 2272 0287 2480 2245 10 235.7 1912 1040 1238 1619 2.144 1275 IBS.7 1624

(Ea) 1923 3.728 3204 0284 0-413 1062 1280 4243 10O - 8168 4*414 0.780 0482 0610 0688 7020 0219

(Pta) 2428 4608 4678 1.189 0217 1298 1232 5235 1234 100. 54*6 0682 0233 1-122 88.72 0241

(SKr) 4423 &44S 7.486 2.184 0249 2384 2447 9213 2262 -1832 TO 1.787 0679 2661 1214 1592 1.178

(SFr) 2543 4.780 4237 1298 0237 1349 1285 5441 1282 1036 5280 1 0254 1.188 0257 9013

10 4527 a623 7243 2230 0269 2434 2498 B215 2312 1872 1021 1204 1 £104 1.548 1822 1601

(C$) 21.80 4698 3233 1660 0281 1157 1.187 4285 1092 89.12 4253 0257 0475 1 0735 7768 0271

(S) 2927 5278 4244 1242 0227 1574 1218 8249 1482 1212 8204 1.187 0247 1281 1 1056 0777

(Y) 2821 5203 4.700 1271 0.596 1487 1298 6638 1422 1152 6279 1.109 0818 1694 0951 100 0739

38.19 7.1 BO 8284 1257 0207 2027 2680 8.172 '1922 158.1 B2D1 1202 0833 1.752 1687 1354 1

French Frwic,

imubk FUTUWB8 8MM1 DM 125600 par DM

Nonmotoi Knew, red Swedtah Kronor par 10; Beiptan Rene, Yen, Escudo, Lba red Peon per 100.

WMWTWP VUUj Yen 126 par Yen 100

Open Latest Change High

MW 0.B972 06056 -0.0017 02985

Jun 02978 06978 -06024 02983

Sep 07031 - _

Low

0.8835
08888

Eat. vol Open tat Open
.

Latest Change Mgh Lew EsL VOl Open ire.

15610 67209 Mar 06587 06815 +06028 09620 09590 19,148 78672
328 4632 Jui 06715 06780 +06000 09730 06707 474 2208
22 1691 Sep - 06820 - - - 5 351

mbs* wuutc wrongs qmm) Sft 123000 per sg_ ST1RIJNQ FUTURES (1MM) £82600 pare

MW 02685
08708

08626
08885

-0.0038
-06056

08870
02708

02593
02880

7,825

25

38411
1.042

Mw
Jin

12502 1247B
12430

-06028 12502
-06038 -

12448
12410

Jun
Sep 08758 -0.0055 0.8750 2 92 Sep . 12380 -06048 - 12380

3037
2
1

35608

UK INTEREST RATES

MONEY RATES
Over- 7 days

night

Ona Uvea
montha

Six Ona
yew

7 - ah 8A - B*a 6ft - G*g 8*2 - ft 6,1 - 6ft 8,1 - 6ft
* 7

: - -Q& 6H-6B «3-8ii 8J3-0B

8H-64 im-BA
,

'
,

depe. B&-8& 8A-BA « -

«

1 daps ji| 6i» ®A W
A tare landtag « «*B P* cam Itarn Itacefflbar 13 1995

Up to 1 1-3 M 9-12

mortii nwjta rnoitfia nwNfta_

Satt price Change High

9371
9386
9362
9364
9361

Low

93.86

B37B
9375
8357
8334

9381 +AG3

93.76 +0-®
3.58 +0.01

9365
Open weerew Ofle. «• ^
ta OPTWH» (UR^ E50g000 Prims of 100%

CALLS

r
JU" Sep

O.M 0.52

i

Oil

!

mS’Lu- ceh 1«m : “a*

005
0.17

065

PUTS
JW1 Sep

0.13 028
062 0-38

065 048

Germany
Portugal

EMS EUROPEAN CURRENCY UNTT RATES
Jan 9 Ecu oon. Rata Change % +/- from % epraad DIv.

rataa agakwtEou on day can, rata v weakest tad.

182493
2.15214
386880
134383
161007
185.792

768580
040808

0.782214

NON EHM MEMBERS
Greece 202887
Italy 2108.15

UK 0.788852

Ecuoertei weal nyaie Ewopeen Cnmmireon, oiiwitire ere In taeaendwg mepire

Percentage onangae ere to Ecuc e peeBfee cbenge dreotas a wrek ouienoy. DbrergenBe

Wkt beetrean tee apreadK the paccaroege dMeenca bawrere tte ecaal neta red Ecu

tar e errancy, red di» madmen penttted pwcereege rie reike t*Hu cunenc/a mwkrt
EUU BBBlEi NlA
07/082) 3erti« end Men Urn etapendad tern EHM. NfrMBiartt EdUMd Bym
PMJU«6WA Wt^0TTltmiE316W(ra™P«, P««l)

158281 +0639 -241 6.72 17
2.11350 +000308 -120 S« 13

38.7889 +00615 -124 4.79 11

136738 +00143 -162 445 B
128684 +000209 -161 444 12

195481 -0484 -017 325 1

769837 +000683 ais 363 -1

-060276 061 264 -8
0817375 -0000863 ais 0.00 -21

308281 -0657 569 -261
205014 -102 -268 528 -

0243020 -0601381 7.17 -3.72 “

tan Us

Unwa.

11326 88747 Strike
—- CALLS -— - — — purrs —

Mar18528 55759 Price Jar Feb Mar Jan Feb

10138 51221 1220 3.17 321 367 062 048 165
8009 40432 1230 £64. 2.75 369 068 073 128
6238 28880 1240 1.35 2.13 225 0.17 1J36 1.77

1250 024 1.56 2.19 037 140 262
1260 061 1.00 1.73 065 165 2.72

1270 065 071 124 1.75 224 3,15

Predaiii ee^e «eL CUB) WA Pun MA . Piau. cta/e span WL, Case NA Pull N/A

TUttll —OMTH BUROOOUAR (1MM) tint potrai ctf 100%

BASE LENDING HATES

Advria cwrony ....

«J ^ ImABndTiuslBanl* ptaoreW 8 Gon S i5Sf
l&WfcwSflCS

'cw

•SSST
"*13&C°~^ U^'Srt'i'KW^ ara

-650 »*Hnh,^n 660 ur*y TrustBankPfc_ 060

K52S"-' ?5SX* “

narrmysatr*- • hijrtjwni* Shanghai 660 Invescnert Bartong

ssTe-js as»=.-S
Ce-GfrCe. J* -ttartCradatov— 0%
CrotfiLyanrvM

'
NtaWes*"**** rs

^Pdpubr Ora* 6-50

Open Chango HW Low Est yd Open ML

MW 04,64 9428 +001 94,88 9424 23634 427,053

hai 9461 9463 +062 9464 9461 23,143 400287

S«P 9466 9660 +0,01 9562 9468 232*9 281437

US TRUSURYHI PU7UHK (IMM) Sim par 100K

Mar 95.12 05.13 +062 05.13 95.12 43 7671

Jun 9567 8567 +061 8527 8527 40 4671

Sep - 9543 +0.02 9543 - 2 173

Al Open Heraei Sge. era tor pnMoui dty

PWQWABKOinT(Mg(U^DM1mi»ma<1O0%

SlrtuB
—— CALLS - PUTS

Price Jan fob Mar Jun Jan Feb Mar Jui

9825 062 064 066 043 0 002 003 063
9050 002 005 007 024 065 068 010 0.11

9678 0 0.01 061 011 068 029 029 063
Eat vol rota. Cata 0284 Puss ittttL Prerioui dayta opre h. Cafa 197280 Fuw2i4iifl

KURO SWISSHMNCOPTIOHS (UFFQ SPr 1m potato of 100%

Strike

Price Mar Jun Sep Mar Jun Sep

B82S 012 064 031 068 012 02s
OflSD 002 Oil 019 023 024 038
0876 061 004 010 047 042 064

EBL ml Mt cate 300 PUB 280. PrevkM eta/* open tehees Ttgo pw* 3038

The FT GUIDE TO WOBXJ> CURRENCIES, puNithed in Mondfey’s

arnrqrapa end ctwedng over 200 cancndes, ii bow avalable by rfieffing ibe foDowing

namberfiran the keypad or hmdiet of your fin mediinc. 0991 437 00L

CiDs are charged m 39pAtan cheep rate and 49pfaiiii at all other rimes. For service

aatddediBUKpleaieteicptnne+44 171 873 4378 far details on Qtyttne InanadonaL

FAST 64 KBIT SATELLITE TECHNOLOGY
FOR COMP1ETE REAL-TIME DMA OF THE US

AND EUROPEAN EXCHANGES
FOREX FUTURES, OPTIONS. EQUITIES. NEWS

jjJlJMt

aouazwa NEW SatQuote

1

1M$$ rfi#i lilliKl *IT 111^II

38 DOVER STREET, LONDON WK38B
TEL:Cm 6291183 FAX: 0271 486 0022 1

Union

t.iruilcd

FUTURES AND OPTIONS TRADING
Clearing and Execution Service 24 hrs

Tel: +44 171 329 3030

Fax: +44171 329 3919

non tom Rf.i; - ok ckasik
HACK Vl'l li YII W I W-l Ki i:

Thebtklayret free CaMele heiryearHaenid Bnetaeikeraa
hrip ire, Mdad Money re Ire JoiUm ob Bm-awflCB or

writa»«: 1C bUto Pit, 1 Mnrifk Ren Laedee SVUE SOL

Mi
ML IKPACT

Future Options & Currencies with

directacta* to exchangefloon

James Maxwell , . ...

1U10I7I 702J09I vg£
Acer 0171480 6113

AHi-rilriliN: rtMl-time vi];:i1ioi.. f ;itu ro--. option* .inri nows

/Market-Eye in
FREEPHONE 0800 321 321 FAX 0171 398 1001 * - '

WANT TO KNOW A SEC!
ne I J).S. Ginn Saaiaar will «how yea hew (he market*

RET?
REALLY work.

W.D. Oaea cea

lui'a the tccrci.

59 59

iacreue yaar profile sad cod tel a yoar losiei. Howl
*

Beek yw>r PREB plsce. Phenetlll 599

24
;
44m

E-Wc?)

HR
-865 081
CfOfM-C-C.CI A

F
)0

ORi
Doiiy Fcx l

Contpot:ii\

London Dc

sJ
oli'pj Dpi-

TREND ANALYSIS LTD
My Aiilydi A TrwIlBg iMOMiuaiidiitifritt by Fax

FOREX - METALS • BONDS • COMMODITIES

for fllCt THAI KrSISESS

SECURITIES AND FUTURES LIMITED

lb*o Hone, 125 FtafcnyPawiBOii, IpbJoq K2A1M

K“ Td- (44j 171 417 9720 ft* (44) 171 417 *71*

SOVEREIGN (FOREX) LIMITED
24HOURMARGIN7IVUMHSFAQUTY

COMPETITIVEPRICES
DAB-YFAXSERVICE

Tet 0171 - 931 91 B8 Fax: 0171 - 9J1 7114
•Be Baddeghea hleceM,Leedre SW1WORS

Strike

Price

9000
9025
8050
jEH. taX. WML

Mar

340
065
313

i77£ew.Mft

CALLS -
Jun Sep Mar

- purs -
Jun Sep

080 1.12 018 015 068
0.83 004 066 063 063
047

B. PrMoua

078
iav^ ocmi In

0.39 032
L-CefcJQiM Pun 8217

042

12SI KNIGHT-RIDDSI'S FUTURES MARKET EMUUOT FOR ORLY $695
OnaeM*
8N?C!

Real-tfmB quotas » Forex data

Over 90,000 Issues • News headlines

U.S. & int’l data » As law as $9/day!

For mere hrfonaatfoa do Signal, call

OFFSHORE

COMPANIES

Btafrfched In IWSoaAtasaiamcw world trtde. 758 rtu» nude
canpanlec wabble. For 100 page FREE colour brochure cawecc
HeelMre DMWnflCCA M <04 1CH I1SM4 Fee «44 lO< BKS57 I

KHUD<90«;iScTht«MT713SStOK fta«44 U 1 4953117

1

[Htng tang BMTDQOBtUH Tkt 45225220173 NK4«S22521inO

[USA IBVUMBiaaEta ftt*1 7MB433W Fec»1714S54taS7

Argus Fundamentals
’Understand wh.-i: is driving a! gr\:

'

Petroleum Argus
CALLScr ii;'7Rl£E 1 •ISA’:. ID'.. : Tvlc-s it 1

i’.v D'.-ij'.cr’i-o:" i-M ' f 3 h'."

|

FUTURES PAGER ~l
• CURRENCIES • FUTURES •MDKB
• MARKET NEWS & UPDATES 24 HRS A DAY

FREE 10 DAY TRIAL
freephone OSOO 300 450

From oonidc UK 0171 395 9400

I
THE TAX FREE WAY TO PLAY THE MARKETS*

,

Vcucfrt keifrn W ftnurtal and rnmreodfty
•paid brnjng. Acconso ere Bveefr opened wOhlu
7! hoDBL Up«Hkaipm In-lm P»*e MW

CH4. «W bnxdrere adare
i Ona cag 0171 ZM3 M67. 1

The Financial Times plans to publish a Survey on

Franchising
on Tuesday, March Sth.

This survey will focus on areas such as research for
potential franchises, explores sources of funding
available and highlights the specialist help available.

For more information, please contact

Lesley Sumner
Tel: +44 (0) 171 873 3308 Fax: +44 (0) 171 873 3064

FT Surveys

Brokerage service that’s second
to none - at discounted prices

•Fast fills.

• 50-70% commission savings.
• Access to worldwide markets.
• 24 hour, call-free sendee.
• Institutional rates for currency
conventions.

I

• Pull range of trading support-free

I
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LONDON STOCK EXCHANGE
MARKET REPORT

Political fears see Footsie fall after new record
By Steve Thompson,
UK Stock Market Editor

Turnover in London's equity
market accelerated appreciably
yesterday, as investors Initially

reacted positively to tbe increased
bid for Forte and then negatively to
the re-emergence of political
worries surrounding the Conserva-
tive government
Adding to a day of intense activ-

ity was a poor early showing by
Wall Street yesterday, plus a raft of

rumours, some bullish and some
bearish, involving leading stocks.

One of the influential US invest-

ment banks, Morgan Stanley,
caused same damage to the market.

advising its clients to reduce their

exposure to UK equities in favour of

German stocks which, Morgan Stan-

ley said, offered increased earnings
growth potential.

Another US investment bank,
Goldman Sachs, increased the pres-

sure on equities, by adopting the
view that 1996 will be a much more
difficult year than 1995, citing

increased political uncertainty.
Goldman Sachs has forecast an end-
1996 FT-SE ioo level of 3,400-

Political worries, which have
dogged the market in recent
months, notably last week when
Miss Emma Nicholson detected
from the Tories to the Liberal
Democrats, emerged in the after-

noon with a wire service carrying a
story that a Conservative MP may
not be voting with the government
in the future.

There was no inkling of the tur-

bulence to come when the market
opened for business. Kicking off vir-

tually unchanged, Footsie quickly
gathered itself as the Forte/Granada
increased bid was announced, and
moved np to hit a new intra-day

record of 3,728.6 within the first

hour of trading.

Thereafter, the index drifted back
before weakening significantly

around lunchtime. With Wall Street

opening lower, Footsie briefly lost

the 3,700 level, before scrambling
back to close a net 203 off at 3,7003.

Second liners were equally pres-

sured on the downside, with the

FT-SE Mid 250 settling a net 9.2

down at L07Q.9.
Among individual stocks, Euro-

tunnel tell heavily and caused rip-

ples of unease across the banking
sector, on news that the company
had called a press conference for

today, prompting fears that more
provisions may be announced.
The increased bid from Granada

for Forte, tbe hotels and leisure

group, came as no surprise and saw
Forte shares move sharply higher
before slipping back later in the ses-

sion. A number of influential ana-
lysts reckoned that Granada’s care-

fully crafted bid increase may have

done enough to win the day; “the

pendulum may have swung Gran-

ada’s way” said one.

House of Fraser was one
of the casualties of the day, shock-

ing the market with a profits

warning that triggered widespread
profit downgrades.

British Aerospace celebrated the

forthcoming float of the Orange cel-

lular phones group. In which it has
a 31 per cent stake, with the shares
surging to a record high.

Turnover at 6pm topped tbe 800m
shares mark, reaching 809.6m,
boasted by the placing of the rump
of Melrose Energy's rights issue.

Customer business on Monday was
worth £L29tm.

FT-SE 100 370H3 -203
FT-SE MU 250 40709 -9.2

FT-SE-A 350 1839.7 -83
FT-SE-A AR-Shw® 181335 -7.86

FT-SE-A AR-Sharoytow a.77 {3.75)

,+1.1
,-fO.S

+07
.+03
+03
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2 TaJecommunfcations

.

3 Textiles & Apparel —
4 Engineering

5 hwastmont Trusts —

FT Ordinary indeoi 27307 -119

FT-SE-A Non Ffcra p/e 1081 (1084)

FT-SE 100 FUt Mar 3725.0 -35.0

10 yr GBt ytekS. TAT
Long gfltfoquity yW ratio: 299 (2.10)

Worst performing iwton
1 Water -1-4

2 Banks, Retotf -1-4

3 Buft*iaMsta -iA

4 Breweries, Pubs A Res .... -1-0

6 Ateohofc Beverages -1.0

Tunnel
worries
hit banks
Banking stocks, already under
pressure from new year profit-

taking. were hit by bad debt
concerns.

Worries came in front of a

Eurotunnel press trip, sched-

uled for this morning. The trip

to the Calais site has been
arranged far a couple of weeks
and flagged as being little

more than a look around the

company operations.

However, in the tight of

Eurotunnel’s suspension of
debt repayments and subse-
quent attempt to negotiate
with its principal lenders, ana-

lysts expected something more.
Speculation ranged from wil-

der comments by some traders

that the receivers could be
called in. to suggestions that

there would be an update on
trading. In the latter case, any
update might well prompt the
hanks to raise their provisions.

And Mr John Aitken of UBS
was telling clients yesterday
that, in any case, most of his

rivals had not factored in the

foil figure. Mr Aitken said that

while direct loans have been
accounted for in analysts’ fore-

casts, indirect loans via the
European Investment Bank
have not been fully taken into

consideration.

He believes the full figure for

National Westminster could be
£250m. tbe figure for Midland

£200m and that for Barclays
£100m to £l50m. Subsequently,
NatWest slipped 9 to 644p. Bar-

clays 5 to 759p and HSBC - the

parent of Midland - 15 to
1007V:p in the ordinaries. Euro-
tunnel units weakened 6 to

77p, within a hair of their
all-time low.

BoS improves
Bank of Scotland avoided

the weak trend in tbe sector,

as optimism over the imminent
oat of its Australian arm com-
bined with merger speculation.

The original terms for the
flotation of Bank of Scotland's

49 per cent stake in tbe Perth-

based BankWest was expected
to raise A$437.7m with the
shares sold at AS2.05 each. Yes-

terday, dealers said the stock

was trading at AS2.40 on the
unofficial market
Also, one analyst was sug-

gesting that a merger with
Standard Life, the mutual life

assurance company, could be
on the cards. Mr Martin
Hughes of Credit Lyonnais
T-aing believes that now Stan-

dard has lost its Halifax Build-

ing Society link, it needs to
acquire a pure banking busi-

ness. and as it already owns a

third of Rank of Scotland the
two would be a good fit The
Scottish bank’s shares gained

o'/s at 300p.

BAe advances
Speculation that a bid or

merger was on the cards for

British Aerospace drove the
group's stock sharply forward

to make it the best performer

in the Footsie.

The shares jumped 22 to

834p, with dealers suggesting

such a move was a good possi-

bility following Monday's news
that Lockheed Martin, the US
defence and aerospace com-
pany, is buying the electronics

business of rival Loral, to cre-

ate a defence giant with turn-
over of SSObn.
One trader said: ‘There is no

alternative, such a deal must
be on the cards if BAe is to

compete effectively with US
companies.'' Those suggesting

a takeover of BAe pointed to

GEC as the group's most likely

suitor. GEC shares closed 5
fighter at 359p.

Sentiment in British Aero-
space was boosted by reports

that mobile telephone company
Hutchison Orange, in which it

has a 3L5 per cent stake, is to

be floated in March.
Analysts also pointed out

that the AI Yamamah 2
defence contract with. Saudi
Arabia, on which BAe is the
lead contractor, is going well

and that there was a prospect
of further Middle East orders.

A two-way pull in

BoDsHRoyce brought volume of

14m by the close. The company
won a 5475m. order to supply

pngjnp« Cor Malaysian Airline

System. The shares finished
unchanged at I95p.

Market sentiment yesterday

appeared to be shifting in
Granada Group's favour after

it raised its hostile bid for
Forte to around £3.74bn.

The improved offer values
each Forte share at 371.86p,

with a cash alternative of 362p
also available. A trader said:

Tt appears to be pitched at

just the right level for victory.’’

Analysts said Mr Gerry Rob-
inson had been particularly
impressive at yesterday's ana-

lysts meeting when setting out
details of the improved offer.

The market was particularly

cheered by news that Granada
would sell Forte’s Exclusive
and Meridien drains should it

win control of Forte, and one
analyst said: The earlier con-

cerns that Granada knows
nothing about running big
hotels was banished at a
stroke. This would leave Gran-
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ada as a more focused UK lei-

sure company.’'
There was heavy dealing in

botti Granada and Forte
throughout the session. As sen-

timent turned in Granada's
favour, shares in the group
recovered from an earlier faQ

of 24 to end just 6 off at 637p,

after strong buying in the sec-

ond half of the day. Volume
was a hefty 14m.

It was a different story for

Forte, which rejected the
improved offer. At the day’s
best the shares were up 23,

before they surrendered the
rise on a feeling it was going to
lose tiie bid and on strong prof-

it-taking which brought vol-

ume of 36m, the second highest
daily total an record.

J. Sahisbury pot on 3 at 389p
in turnover of 2£m. There was
talk late in the session that the
Company was set to annnnnco
board changes today.
Tbe shares have been under

a cloud over the last few
months, hurt by the current

price war among supermarket
chain operators and a feeling
that. Samsbury was being left

behind by arch rival Tesco.

Ihe lack of a nationwide loy-

alty card is also thought to
have hurt sentiment, all of
which has contributed to a
series of sell recommendations
and profits downgrades from
several brokers over the last

three montTiR-

Tesco closed a penny lighte-

st 306p. though Argyll Group
among the leaders continued
in demand, the sharps firming

4 to S46p.

Telecoms leader BT was
squeezed 9V* higher to 357p.

Lower down the league, cable
group Nyuex Cablecomms was
steady at lOSp for most of the

day as some bottom-fishing
was seen followinga slide from
147p in September. It closed a
penny easier at I04p.

The prospect of Granada
winning control of Forte
exacted a toll on several
stocks.

The day's biggest casualty

was Whitbread, where the
shares tumbled 17 to 681p after

trade of 4xl

As part of its defence, Forte
had agreed to sell its roadside

restaurant business in a £LQGm
deal, though the deal was con-
ditional cm Forte escaping the

dutches of Granada.
Elsewhere, there was talk

that Bass and Ladbroke may
be in line to purchase the Meri-
dien chain ghnnM Granada
Group win the bid.
Sharps fo thp fnrmgr finfehad

10 cheaper at 724p on the talk,

while the latter surrendered
4 to dose at lSOp, though ana-
lysts dismissed speculation
of Ladbroke making such a
move.
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AMMqn
AOntnc

AlghaM
An MPa 109
AmdaM 80S

Aewrfxpl

AnpsFAmA
ASRlnvs Zn
MtlUtaLil

AtBI i

AudtanA

WwPUW

BSM Ocean

RadDVWi
BakhanT A
BATU
Bant
ante Mon '

Bto-ftod A
Bowaar

CBAMK OW 31
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43% %
7% -i
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43% 43%
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T
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73 41% 40% 41%
98 2?j 2% 2%
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7 4% 4%
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Crown C A 040 15 94 15% 15% 15%
Crown CB 040 13 83 IB 15% 15% +%
Cue 053 29 23 28% 26 29% *%
Cuatonadte 8 177 2d i% i% -%

abate 11 20 & H H
,

Dbnvk 23 117 15 14% 14% -%

Ducontmua IT M ft ft
Duftx 048 31 IS 711 7H 7l| -%

Eaten CD 045 11 13 12% 12% 12% +%
Beta Bn 007 338141 12 11% 11% •%

BxdBlA 032 23 30 9 8% 8% -A
Edtan Ra 50 10 7% 7% 7%
Enact) M 371967020% 20 20%

&9q» 9 477 15% 14% 15 -%

FUMB 070 16 3 31% 31% 31% -%

Rn A 140 10 39051% 51% 51%
RdOtySnc 020 30 34 25% 25%
Forest Lb 202983 49% 47% 47% -%

Frequency 33 63 5% 5% 5% -A

Ban 080 15 77 17 16% 16% +%
BtaxFUA 074 19 525 32% 31% 31% -%EtancFtW 074 19 525 32%
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ttatat 032 183448 31% 30% 31 -%

Stack Oh. E 180a Up InrCtoee Cfang

tateSiP 81 82 1% 1% 1% +%
tateo 017 18 15 18% 15% 15% -%
HandasA 11 157 7% 7d 7ft -ft

ktnronCp 016 17 23 13% 13 13% +%
tat Cora 82007 8% 7A 7ft V,
tatennga 47 330 20% 19% 1 9% -%
tan IUB 35 2348 27% 27% 27% -%

JanBeB 0 90 2% 2% 2% -%
KtaoritCp 11 203 2% 2ft 2% -A
KkbyExp 47 376 18% 1B% 16% -%

ttKpfi) B1BT3u11% 10% 11% +%

Latarge 38 IBS 3A BA 3% *%
U*rM 11 170 10% »7a 9% -*2

LnPUdl 2 137 % % %
Lamer tec 31 348 11% 10% 10% -%

Lynch Cp 19 3 61 60 91 +1

Mgoan 30 157 37% 35% 35% -1%

IMteA 8.48 17 233 31% 30% 31 -%
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Ukomadta 4 445 13%d13% 13% -%

HbU 10 7% 7% 7%
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WTMA 050 191875 29% 28% 29% +%
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Slides in tech stocks,

bond market hit Dow
Wall Street

A fall in the technology sector

and declines on the bond mar-
ket led to widespread losses on
US equity markets in early
trading yesterday, writes Lisa

Bransten m Sew York.

At 1 pm the Dow Jones
Industrial Average was off

40.10 at 5.157.58 and the Stan-
dard & Poor's 500 was 6.80

lower at 611.66. The American
Stock Exchange composite fell

3.49 to 542.86. Volume on the

NYSE came to 239m shares.

Bonds slid in late morning
trading as negative signals
began to emerge from the
negotiations in Washington
over bow to balance the federal

budget. By early afternoon the
benchmark 30-year Treasury
was off J§ at III. yielding 6.065

per cent
Meanwhile, reports that a

prominent analyst at Sound-
View Financial Group had
downgraded several semicon-
ductor companies, including
Applied Materials and National

Semiconductor, to “sell" hit

the technology sector.

There was no immediate con-

firmation that Mr Richard
Whittington bad lowered his

ratings, but shares in Applied
Materials and National Semi-
conductor fell $3Vi or 9 per cent

to S33’/. and $3% or 17 per cent
to SIS 1

/# respectively.

The Nasdaq Composite,
which has a weighting of about
40 per cent in technology com-
panies, slid 24.24 to 1,008.13,
bringing the index's decline for
the year to more than 4 per
cent. The Pacific Stock
Exchange technology index
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retreated 3 per cent
Elsewhere in the sector,

Microsoft, the largest company
an the Nasdaq, was off $4 at

$82%, Intel shed $1% at $56'/4,

Dell Computers was $2V« lower
at $31% and Adobe Systems
lost $3% at $38%.
On the Dow, Aluminum

Company of America lost

Mexico City loses early gains
Mexico opened higher before settling back, and
dealers said the market was expected to drift

ahead of the December inflation data. The IPC
index was off 23.61 at 2^78.48 by midsession.

Dealers said continuing strength in the peso
could allow further cuts in interest rates. Tech-
nical analysts said the index was still targeting
the 3,100 level in the short run.

SAO PAULO had lost 2 per cent by early

afternoon and brokers said the market was

keeping a close watch on developments in con-

gress. The Bovespa index shed 906.97 to 46,503.

On Monday congress returned from a summer
recess to debate the government's main consti-

tutional reforms, including administrative and
social security reform projects. The special ses-

sions will last until February 16.

A trader said congress was facing a heavy
schedule and investors were likely to wait to see

how the reforms would make progress.

S Africa higher after mixed trading
Shares ended an active day
with mixed performances as
gold issues were dampened by
a weaker bullion price and
industrials saw some late

profit-taking.

'

Golds were steady in the
morning because investors

were confident that the bul-

lion price could soon breach
the $400 an ounce mark.
The overall index put on

2&2 at 6,628J, industrials rose

10.7 to &312.1 and the golds

index lost 0.9 at 1,571.8.

• South African equities

could see substantial gains
during 1996, with the overall

index rising by 20 to 25 per
cent, said an economist at BOE
NatWest Securities, Reuter
reports from Johannesburg.
Mr Nick Bernard! said that

the outlook was being helped

by a combination of higher
economic growth with lower
inflation and interest rates.
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Frankfurt peaks after broker’s upgrade

another $1 after falling $3 on
Monday, having reported
weaker than expected fourth
quarter earnings. That brought
the shares to $51%.
Williams Sonoma was down

$5 or 27 per cent to $13%. The
specialty retailer said that
same-stare eight-week sales,

that included the Christmas
season, rose 6.9 per cent from
the same period a year ago.

The company warned that
fourth quarter earnings would
be about 51 cents a share. Ana-
lysts' estimates were closer to

65 to 70 cents a share.

Canada

Toronto was pulled lower in

midday trade by sharply
weaker gold shares, giving up
some of their recent advance,
and the TSE 300 composite
index was down 27.96 by noon
at 4,827.40 in heavy volume of

56.9m shares-

Among actively traded
issues, Barrick Gold relin-

quished C%Vt at C$3834.

Diamond Fields Resources
rose C$7* to C$28% on news
that its Voisey Bay project

could provide more nickel than

was first indicated.

The penny stock Arequipa
Resources added to recent
gains with a jump of 85 cents
to C$180 in hefty turnover.

Morgan Stanley upgraded
Germany yesterday, and cut
both UK and Swiss equities to
underweight
Hoisting Germany to 16 per

cent of a model European
equity portfolio against a

benchmark of 13.9 per cent. Mr
Markus ROsgen, a Morgan
strategist, said that the dollar

coold rise to DML70 by the end
of this year, indicating a 1996
average of between DM1.50 and
DM1.60 against the recent
DMl.44 to DML45.
Mr Rdsgen added that this

would be good for German
export prices and margins, and
for the cyclical stocks which
dominated the German corpo-

rate economy. FRANKFURT
responded, the Ibis-indicated

Dax index closing 14.71 higher
at an all-time peak of 2.35L47.

and turnover soaring from
DM6.4bn to DM10.3bn.

Cyclicals and dollar stocks
took pride of place. Continen-

tal, the tyremaker, adding 80

pfgs or 3.85 per cent at

DM2L60. SAP prrfs DM4.90 at

DM232.10 and the big three
chemicals all rising by more
than a percentage point.

Mr Rdsgen also expected fur-

ther cuts in key German inter-

est rates, especially after yes-

terday’s rise in the German
unemployment figures, but
this was dearly not the story
of the day; most financials

ASIA PACIFIC

underperformed.

ZURICH finished above the
day's lows as the market con-
tinued to encounter foreign
profit-taking after its recent
upward run. The SMI index fin-

ished 6.6 lower at 3.36L5.

Sando z. a sharp outper-
former over the Last year, gave

up SFr24 to SFrl.054. Mr Mark
ITacey at Goldman Sachs
downgraded the stock to mar-
ket performer, based on valua-

tion and performance grounds,
and also against the expected
background of slightly more
cautious investor sentiment
towards the sector as a whole.

UBS picked up another SFrl4
to SFrl.315 with Mr Martin
Ebtier’s BZ bank reported to be
switching out of SBC. down
SFrS to 5Fr467, to accumulate
votes in UBS ahead of this

year's agm. Analysts also

noted that BZ had issued an
aggressively priced warrant on
the UBS stock yestenJay.

Among firm cyclicals. BBC
was up SFr20 at SFr1,391 and
Sulzer rose SFr22 to SFr734-

AMSTERDAM settled back
as some profits were booked.

The AEX index eased 2.72 to

500.89, after striking a new
all-time high of 505.73 earlier in

the session-

However, most dealers reck-

oned that the decline was only

temporary as the fundamental
picture remained unchanged.
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Akzo lost FI 4.30 to FI 184.20,

as the chemicals company
warned that last year's strong

first half performance was
unlikely to be sustained in the

second half.

PARIS ended little changed
after fluctuating between posi-

tive and negative territory

throughout the day. The
CAC-40 index lost 0.27 to

1,916.29 in turnover of

FFr3.8b o.

Eurotunnel came off 25 cen-

times or 3.9 per cent to FFrSJLO

as rumours resurfaced that the

company was facing severe
debt-servicing problems.
Banks with exposure to the

operator fell in sympathy: Suez
fell FFr6.60 to FFrI96.50. BNP
FFr7.80 to FFr212 and Paribas

FFr6.50 to FFr271.50.

Rhone-Poulenc dropped
FFr6.20 to FFr100.80 after

reporting that 1995 results

would come in below forecasts.

MIT.AN was unable to hold

on to its best levels during a

day of fast-moving political

theatre, awaiting a statement

from the prime minister at the

start of the debate on the

future of his technocrat gov-

ernment. The Comit index rose

6.16 to 593.56 while the real-

time Mibtel index finished 10

ahead at 9.445 after a high of

9,502. Eni put in another strong

performance, adding L93 to

L5.680. Ms Wendy Anderson at

CS First Boston, who initiated

coverage of the stock on Mon-
day with a strong buy recom-
mendation. said that Eni

offered above sector average
growth, earnings and volume
returns.

MADRID managed to lift

Repsol another Pta35 to

Pta-J.075 but utilities and con-

struction stocks were weak
late in the day and the general

index lost 0.58 at 327JJ4.

tn the aftermath of last

year's US technology stocks

boom, anticipation of the Moto-
rola results, due after New

York stock market hours last

night, moved Ericsson and
Nokia in different directions.

Ericsson Bs rose SKrl to

SKrLS.50 in STOCKHOLM, but
profit-taking sent Astro, the
drugs company. SKr5 down to

SKr27-l and forestries dropped
2.6 per rent as the Affars-

viirlden General index closed

9.6 lower at 1.743.0. In HEL-
SINKI. Nokia A were described

as queasy ns they fell FM1S0
to FM 153220. helping the Hex
index lose 7.23 at 1,686.19.

BUDAPEST finally broke a

seven session rising trend as

profits were taken- in blue

chips. The BUX index lost 3333
to 1,745-71 as turnover fell to

Ft742-4JH-

WARSAW. however, was in

no mood to take profits, which
some brokers had been fore-

casting. and put in its sixth

successive rise. The Wig index

leapt 327.1 or 3.9 per cent to

8.811.5 as turnover rose by 32

per cent to 137m zlotys.

PRAGUE also continued in

optimistic mood, extending its

rally into a third session. The
PX50 index jumped 12.4 or 2.8

per cent to 4503.

However, volume drifted

back to 982,413 shares in turn-

over of Kcs929m.

Written and edited by William

Cochrane, Michael Morgan and
John Pm

Nikkei edges ahead as Seoul advances 1.8%
Tokyo

Technical buying at the end of
trading erased earlier losses on
domestic institutional profit-

taking, and the Nikkei average

closed moderately higher,
unites Emiko Terazono in

Tokyo.
The 225 index closed 88.50 up

at 20,652.08 after moving
between 20.454.16 and 20,652^8.

Foreign investors remained
buyers but the number of

orders declined. Meanwhile,
commercial banks and life

insurance companies took prof-

its, but a rally in the futures

market prompted arbitrage
buying just before the dose.

Volume totalled 550m shares,

against 521m. Individuals and
brokerage dealers focused on
speculative stocks as the Topix
first section index rose 1.41 to

1,622.83; the capital weighted
Nikkei 300 slipped 0.60 to
304.75. Advances outnumbered
declines by 674 to 412, with 131

issues unchanged.
In London the ISE/Nikkei 50

index eased 0.61 to 1,436.94.

Traders said selling by insti-

tutions. especially banks
looking to write off their bad
loans this fiscal year, was
likely to increase above the
20.500 level. According to

Nomura Research Institute,

unrealised profits on stock
holdings at the 21 leading

banks totalled about Yl9.000bn

at the beginning of 1996. some
Y7,000bn higher than that of

September 31 last year.

Railway and bus stocks
posted the largest sector gain,

led by Keisei Electric Railway,
which rose Y55 to Y9S3 and
was the most active issue of

the day; Oriental Land, its sub-

sidiary which runs Tokyo
Disneyland, plans to go public.

A rise in crude oil prices

lifted oil refiners. Showa Shell

Sekiyu gained Y13 to Y938 and
Mitsubishi Oil YI5 to Y940.
Among speculative stocks,
Hanwa, the steel trader, rose
Y24 to Y449 and Toho Zinc by
Y33 to YB49.

High-technology stocks were
mixed. Matsushita Electric
Industrial gained Y20 to Y1.760

on reports of its acquisition of

a US manufacturer of fiat dis-

play panels: Mitsubishi Elec-

tric, which upgraded a profits

forecast, rose Y10 to Y795.

In Osaka, the OSE average

rose 70.97 to 22,133.52 in vol-

ume of U6m shares.

Roundup

President Kim Young-sam's
new year address helped to

dear up some of the current

political uncertainty in SEOUL,
and equities jumped 1.8 per
cent as expectation of govern-

ment measures to boost the

market added to the upbeat
mood.
The composite index rose

15.18 to 881.99. Brokers noted
that an accident at a Rhone-
Poulenc factory in France on
December 27 prompted expec-

tations of higher sales by

Korean chemicals companies.

Oriental Chemical rose
Wonl,300 to Won23.600 and
Korea Fine Chemical by
Wonl, 100 to Wonl9,600.

TAIPEI remained uncertain

about market implications of

the proposed reintroduction of

capital gains tax. Parliament
decided yesterday to postpone

a review of capital gains tax

until Friday, and the weighted

index eased 22.87 to 4.91L99.

HONG KONG finished
weaker but off lows in dimin-

ished volume, with a number
of rumours of impending cash
calls making for hesitant trade.

The Hang Seng index was off

39.47 at 10,427220, after a day’s

low of 10.386.54, in turnover
that slid to HK$5bn_
Hopewell jumped 17.5 cents

to HKS4.525 as the company

refused to confirm speculation

that it planned a rights issue

in which shareholders could

subscribe for one share in its

Consolidated Electric Power
Asia, at a price of HK$10 to

HK$12 for every 10 Hopewell

shares held. CEPA lost 95 cents

to HK$13.90.
KUALA LUMPUR edged

lower as institutions continued

to lock in profits from blue
chip shares and speculative

issues remained at the centre

of attention.

The composite index ended
3.79 lower at 1.050.75 in volume
that picked up to 570.6m
shares. MCB Holdings topped

the actives with 34.1m shares
traded, gaining 10 cents at

MS3.16 on takeover rumours.

SINGAPORE similarly saw
institutional profit-taking after

the 10 per cent rise of the last

two weeks, and the Straits

Times Industrial index ended
12.27 lower at 2.373.60.

SYDNEY was another casu-

alty of profit-taking in a ses-

sion lacking much in the way
of significant corporate devel-

opments. The All Ordinaries

index slipped 12.1 to 2J2618.

MANILA was worried by
fears of a rise in the inflation

rate owing to rumours that

there would be an increase in

petrol prices.

The composite index shed
13.88 or 0.5 per cent to 2,681.76

in moderate volume of l.6bn

shares worth l.Tbn pesos.

COLOMBO saw its highest

turnover for several months on
trading In blue chips. The all-

share index rose 2.1 to 6613 in

turnover of SLRsl35.4m.
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any requirements in any area of the

Attention is given fo detail, applied

technology is the most advanced, research

is pushed to the limits and quality is total.

And while production is in progress,

dedication to product optimization, safety,

quality and customer service continues.

NuavoPignone

Main products:

- Reciprocating compressors - Heat exchangers
' Centrifugal and axial - Air coolers

Ftoranra (Italy} - 2, via Fetaa MaUsucd
TeL 33S5M23211 - Fax 33/55*4232800

compressors
- Gas and steam turbines
- Centrifugal pumps
- Reactors

- Control and safety valves

- Complete industrial plants

- Modular stations for NGV


